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28 envelope an advertising medium that sells your bank 


THE FIRST Slogans on your envelopes are merely one of the 


THE FIRST 


_| MAKE your Bank Mail 
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Modernization Loans 
5% viscount SG Monts to pay 


Bank mail is important. Nobody ignores an envelope 
that comes from a bank. So why not take advantage 
c of the high visibility of bank mail—and make your 


services? Hundreds of progressive banks do — with 
the Pitney-Bowes Postage Meter. The envelope 
slogan is printed by the Meter as it prints the meter 
stamp and postmark. And the advertising costs 


new, extra values a bank gets in the Postage Meter. 
It protects your postage from loss, theft or careless- 
ness; counts postage used, postage on hand, pieces 
mailed. It never runs out of denominations, prints 
any amount of postage needed, as needed, in one 
meter stamp. And it seals envelopes swiftly, neatly, 
efficiently. Handling peak loads and statement day 
mail in its stride, the Postage Meter cuts clerical 
time, invariably shows a postage saving as well. And 
Metered Mail, already postmarked and cancelled, 
nett skips two postoflice operations, gets on its way faster! 
There’s a Postage Meter for every bank, large or 
small. Call our nearest office for a demonstration 
on your mail—on your premises! 


FREE—«a POSTAGE COMPUTER. Pocket size, “slide rule” 
sii type. Easy to use, invaluable. Shows instantly postage costs for 
4 all classes of mail; parcel post all zones up to 24 Lbs. ;with digest 
of important postal information. Write to address below. 





PITNEY ween wid BOWES 


o| THE POSTAGE METER Co. 





In Canada: The Canadian Postage Meters & Machines Co., Ltd. 


Lranches in principal cities. Consult your telephone directory 
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| Fiftieth Anniversary 


Sirs: We are mailing to you today a 
» booklet which we published in connection 
with the celebration of our Fiftieth Anni- 
versary; also a picture showing the beauti- 
ful gift flowers in our lobby. 

Preceding this celebration we ran a 
series of advertisements in our local news- 
papers, linking the progress of various 
industries in this community with our bank. 

More than ten thousand people visited 


/ us on Friday, September 8, when we held 


‘open house” in the main office of the bank 
from 5to8 P.M. Contrasting old and new 
adding machines, typewriters, telephones, 
sewing machines, lamps, old coins, etc., 
were displayed in the lobby. We also 
displayed old and modern pictures of 





various buildings in our city, as well as 
numerous views of the community itself. 
Roses were presented to the ladies and 
cigars to the men, with the compliments 
of the bank. 

The following evening we held a banquet 
at the Lookout Mountain Hotel. which was 
attended by approximately 500 people, 
consisting of officers, stockholders and 
employees of the Hamilton National Bank 
and Hamilton National Associates. At 
this banquet T. R. Preston, president of 
the bank, delivered an address entitled 
“Fifty Years Ago’ which was broadcast 
over two radio stations. D. B. Harris, 
vice-president of the bank, served as 
toastmaster. 

T. R. Preston, Jr., Assistant Cashier, 

Hamilton National Bank, 
Chattanooga, Tennessee 
* * * 


A First-Rate Job 


Strs: The Stillson wrench, the center 
aisle railroad passenger car, woven fire 
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hose, and corrugated pipe—all were FIRST 
in Cambridge. 

You are among the FIRST to review 
the enclosed series of statement stuffers 
before we begin to distribute them. We 
believe they will help you and our cus- 
tomers to better appreciate Cambridge. 

If you would be among the FIRST to 
tell us what you think of them and whether 
you think we should start work on another 
series of FIRSTS, we shall appreciate it. 

A. M. WriGurt, Treasurer, 

Harvard Trust Company, 
Cambridge, Massachusetts 


EDITOR’S NOTE: Each statement stuffer tells of 
some product, some process or some discovery that was 
first conceived or made in Cambridge. The impressive list 
includes the initial printing press in North America, and 
the world’s first sewing machine, commercial varnish, and 
pressed glass. Also the country’s first university, the first 
vaccination in the United States, and the first volunteer 
company in the Civil War are credited to Cambridge. The 
folders show much care in preparation and evidence the 
bank’s interest in the community. 


° * ¢ 


Headlines and Savings 


Stns: We thought your publication 
might be interested in the photograph of a 
display in our LaSalle Street window that 
has attracted considerable public attention. 

Several years ago the Chicago Tribune 
— a special section containing the 
ront pages of historic issues: Dewey’s 
victory, the Armistice, Lindbergh’s flight, 
and Cermak’s death. We used these for 
our display. To tie in the thrift services 
of the First Federal Savings and Loan 
Association, we used the side panels and 
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A MUTUAL SAVINGS AND HOME FINANCING INSTITUTION 


a- vou ee 


Window display halts LaSalle Street pedestrians in Chicago 


the space below the pages to illustrate the 
savings progress that would have been 
made by an individual who had started 
saving a dollar a week at the date of the 
oldest newspaper. 

The large photographs used on the side 
panel enhanced the attention value of the 
display and brought a note of variety to it. 
On the floor in front of the large panel, 
small savings banks were arranged to spell 
the word “‘save”’ while the two small liners 
urged the passerby to come in, open an 
account and start his or her thrift program. 

For over two months there has been a 
constant group standing in front of this 








business. 











IN NEW ENGLAND 


The National Shawmut Bank 
of Boston occupies a key posi- 
tion in the New England bank- 
ing field. With correspondent 
banks located in nearly 250 com- 
munities in this important in- 
dustrial area ... our complete 
facilities are promptly available 


to handle every type of banking 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - 


eMember Federal Deposit Insurance Corporation 
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particular window. During the second 
week of the display we clocked the number 
of individuals who stopped completely and 
looked at the window for a few moments 
or more. During this hour, which was not 
at rush time, 471 people were counted. At 
one time a total of 31 were present. 

We have not been able to measure 
directly all the new accounts opened as a 
result of the window alone, but within 
three weeks it exhausted our supply of 
dime banks, brought a substantial number 
of new accounts, and more people into our 
office than any other display we have used. 

JouN Boprisu, Secretary, 

First Federal Savings and Loan 
Association of Chicago, 
Chicago, Illinois 


Sd . Sf 


Real Estate Articles 


Srtrs: It has been our pleasure to read 
The Burroughs Clearing House very care- 
fully, and we cannot decline this oppor- 
tunity of expressing our appreciation for 
the many fine articles contained therein. 

During the recent months, the writer has 
been particularly interested in locating 
articles covering the sale or management 
of properties acquired by foreclosure. 
Without doubt in some of the issues of the 
last few years there were articles covering 
this subject; and if so, you would probably 
be willing to advise me accordingly or per- 
haps loan me copies of the same from your 
library. Any assistance you might give 
me will be very greatly appreciated. 

CLARENCE S. WALKER, Treasurer, 

Lexington Trust Company, 
Lexington, Massachusetts 


EDITOR’S NOTE: This subject has been covered in 
several recent issues of The Burroughs Clearing House, 
which we were very glad to send to Mr. Walker. 


° ° ¢ 


Uniform Analysis 


Sirs: We always enjoy reading your 
magazine with its articles of current 
interest. The article this month on Uni- 


form Analysis* is particularly important 
and should receive the careful attention oi 
every banker. 
D. S. GrirFitu, President, 
Bank of Lakeview, 
Lakeview, Michigan 


*New York Sponsors Uniform Analysis by Theodore 


Rokahr, September and October, 1939. 
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In the TREND of BANKING 

















A. B. A. Convention at Seattle 
Draws Nearly 2,500 Bankers 


“Know your bank,”’ will be the slogan of 
the American Bankers Association for the 
coming year. Incoming President Robert 
M. Hanes offered the slogan as he promised 
to devote his administration to matters of 
bank management and operations at an 
impressive inaugural ceremony closing the 
1939 convention at Seattle, Washington. 

Opening the convention, from a stage 
lavishly decorated with native Douglas fir 
trees, retiring President Philip A. Benson 
discussed the work of the past year. He 
noted with justifiable pride the series of 
successful regional conferences, an increase 
in membership in the association, an in- 
tensification of research activities, the de- 
velopment of new material on employee 
training and public relations, and the suc- 
cessful efforts of the Federal Legislative 
and other Committees. 

H. Donald Campbell, president, The 
Chase National Bank, New York, followed 
President Benson on the general program. 
He addressed the convention on “The 
Future of the Metropolitan Bank.” Com- 
plementing this address, E. L. Pearce, 
executive vice-president, Union National 
Bank, Marquette, Michigan, discussed 
“The Future of the Country Bank.” 
Guest speakers were Dr. Paul F. Cadman, 
a. American Research Foundation, 

San Francisco, whose subject was “Amer- 
ica’s Stake in a Free Banking System,” 
and Dr. Bruce R. Baxter, president, 
Willamette University, Salem, Oregon, 
whose subject was “The American Way.” 

At division, section, and committee con- 
ferences speeches and discussions centered 
on today’s banking problems. A popular 
feature of the convention was a series of 
round table conferences on ‘‘Control of In- 
ternal Operations and Earnings,” “Invest- 
ments and Mortgages,” ‘Additional Bank 
Services,” and “Personnel and Operation 
Problems.” As a guest speaker at the 
National Bank Division, Preston Delano, 
Comptroller of the Currency, Washington, 
D. C., talked on “The National Banking 
System. a 

The inauguration of First Vice-President 
P. D. Houston, Chairman of the Board, 





Retiring President Benson turns over gavel to President Hanes 


American National Bank, Nashville, Ten- 
nessee, followed that of President Hanes 
at the inaugural ceremony, and the badge 
of Second Vice-President was pinned on 
the breast of Henry W. Koeneke, president, 
The Security Bank, Ponca City, Okla- 
homa. B. Murray Peyton, president, the 
Minnesota National Bank, Duluth, Minne- 
sota, received the badge of treasurer. At 
the ceremony new division and section 
officers were also presented. 

The success of the convention, which had 
a registration of 2410, despite the fact that 
it came soon after the declaration of war in 
Europe, was due to the combined efforts of 
General Convention Chairman Andrew W. 
Price, president, National Bank of Com- 
merce, Seattle, Vice-Chairman and Treas- 
urer J. W. Spangler, Vice-President, 
Seattle-First National Bank, Seattle, and 


their committees, to national association 
officers, and to Dr. Harold Stonier, Execu- 
tive Manager, American Bankers Associ- 
ation, New York, and members of his staff. 


o ¢ ¢ 


English Banks Prepare Against 
Air Raids 


As part of the scene in Great Britain’s 
war precautions, bankers in London un- 
dergo frequent air raid drills, and bank 
staffs descend to air raid shelters built 
under important bank branches in the heart 
of the British Empire. 

The banks fax built A.R.P. (Air Raid 
Precautions) rooms in the vaults under- 
ground. These remodeled vaults include 
first aid stations equipped to handle victims 


London bank's underground first aid shelter and decontamination room for air raid victims 
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Bank auditors and comptrollers registering at their Seattle convention* 


of bombing raids and poison gas at- 
tacks. They are equipped with fire-fighting 
apparatus, air-conditioning plants and 
special underground auxiliary lighting 
which can be run when the regular electric 
service is cut off. Telephone switchboards 
have been built underground in the main 
banks, so that service can go on in case of 
air raids breaking down surface communi- 
cation services. 

‘lwo views of specially ventilated vaults 
under the Westminster Bank, Lothbury, 
London, are shown in the illustrations on 
page 3. At the left is the first aid station 
headquarters, and at the right is the decon- 
tamination or cleansing room where those 
who come in contact with mustard gas can 
be cleansed in shower baths and affected 
eves and skin treated. 

Lectures on how to act in case of air raids 


and poison gas attacks are part of the 
routine now of English bank staffs. Warn- 
ing sirens have been installed in most 
banks, and where there are air raid shelters, 
colored direction lines are plainly in view 
showing the way to them. Staffs consisting 
of as many as 1,400 persons have been 
properly and orderly placed in air raid 
shelters under banking buildings. The 
banks, like other business organizations, 
are working closely with the British home 
office in preparing for the possibility of an 
air attack on London. 
¢ . + 


Innovations Introduced at 
Auditors’ Convention 


For the first time in the history of a con- 
vention of the National Association of 
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Bank Auditors and Comptrollers, dele- 
gates to the 15th annual meeting held re- 
cently in Seattle were addressed by the 
incoming president of the American Bank- 
ers Association. 

The appearance of Robert M. Hanes, 
newly elected A.B.A. president, at the an- 
nual meeting of auditors and comptrollers 
was declared significant of the strong new 
bonds of relationship and co-operation be- 
tween the two organizations. 

“The banking business is facing difficull 
problems and we need your help in solving 
them,”’ Hanes bluntly told the auditors and 
comptrollers. ‘“There is no group of men 
upon whom the security of our banks de- 
pends so much as upon you, and your appli- 
cation of sound policies of auditing and 
control of bank funds.” 

For the past 15 years, the auditors and 
comptrollers have held their annual meet- 
ing in the same city and during the same 
week as the A.B.A. convention. In Seattle 
they decided to hold their 1940 convention 
at St. Louis, Missouri, on different dates 
a the A.B.A. meeting at Atlantic City, 
iN. . 

This action does not signify a break be- 
tween the two organizations. Instead it 
heralds a “‘break for’? banking as a whole. 
In the past, when both conventions were 
held in the same city during the same week, 
auditors and comptrollers found it hard to 
get away from their jobs as the senior 
executives were attending the A.B.A. meet- 
ing. Under the new arrangement, both will 
be able to attend the annual sessions and 
the banks may be expected to profit from 
the new ideas brought back. 

Change for the benefit of progress was 
also the theme of the convention confer- 
ences this Fall, where many plans for 
simplifying and improving banking prac- 
tices were discussed. Among these were 
Saturday closing (which was favored 
unanimously), cycling and staggering of 
statements, a special window for cashing 
checks only, bank compliance with the 
wage-hour ioe, prevention of defalcations 
through proper audit control, etc. 

J. W. Massie, auditor of the Republic 
National Bank, Dallas, Texas, was elected 
president of the association for 1939-1940. 
Other officers are: Charles Z. Meyer, comp- 
troller of the First National Bank of 
Chicago, first vice-president; C. W. Borton, 
auditor of the Irving Trust Company, New 
York City, second vice-president; and 
Ottmar A. Waldow, auditor, National Bank 
of Detroit, secretary-treasurer. 


o + ° 


An Unusual Bank Stages an 
Unusual Celebration 


With Percy Grainger and John Carter as 
the outstanding musical attractions, it was 
estimated that 5,000 persons attended the 
open-air concert sponsored recently by 
The First National Bank of Spring Valley, 
New York. 

Both Mr. Grainger, world-famous com- 
poser, conductor and pianist, and Mr. 
Carter, Metropolitan Opera tenor, are per- 
sonal friends of the bank’s president, 
Charles W. Hawkins. Mr. Carter is also « 
shareholder in the bank. 

‘The giant concert was in the nature of a 
“victory celebration,” marking the retire- 
ment of the last of the $300,000 in pre- 
ferred stock issued to depositors under the 
reorganization plan by which the bank was 


*Heading the line from right to left are: E. G. 
Armstrong, comptroller of the Commerce Trust 
Company, Kansas City, Mo., retiring president; 
J. W. Massie, auditor of the Republic Nationa! 
Bank at Dallas, Texas, president; Charles Z. 
Meyer, comptroller of the First National Bank of 
Chicago, first vice-president; and H. V. Hyde, 
Seattle-First National Bank, chairman of regis- 
tration committee. 
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re-opened in 1933. During the subsequent 
six-year interval, the bank has also paid 
out $66,000 in dividends and raised its sur- 
plus account from zero to $155,500. 

One reason for the earning power of the 
Spring Valley bank, which made possible 
the rapid liquidation of the preferred stock, 
was the building up of a large volume of in- 
stallment loans in the consumer and per- 
sonal loan fields. At present the cook. a 
$3,000,000 institution, has approximately 
2,000 installment loans totaling nearly 
$1,000,000. Automobile financing has con- 
stituted a large proportion of this total. 

In promoting this business, The First 
National Bank has set itself up as “loan 
headquarters” for the surrounding area 
within a 50mile radius. Volume has been cul- 
tivated by intensive direct mail promotion 
and full-page newspaper advertisements. 
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Massachusetts Film Promotes 
Value of Savings 


As a part of its public relations program, 
the Savings Bank Association of Massachu- 
setts has sponsored the preparation of a 
two-reel motion picture titled ‘“The Massa- 
chusetts Way.” 

Reel One tells the story of thrift and its 
invaluable function in the development of 
Massachusetts. Among the notables in the 
“cast” are Senator Henry Cabot Lodge, Jr., 
Senator David I. Walsh and Governor 
Leverett Saltonstall. This first half of the 
film is in the form of a news reel, and can 
be shown in theaters as a part of the regular 
program. 

Reel Two deals more directly with sav- 
ings bank operation, and also shows the 
effect of these functions on the economic 
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system. Thus when the investment func- 
tion is depicted, the picture shows what the 
purchase of bonds really means in the con- 
struction of railroads, power plants, public 
works, etc. Considerable human interest is 
added as the reel ends with a story of the 
growth of a savings account and the uses 
made of it by three generations of one 
family. 

The full-length picture, which should be 
an excellent advertising medium as well as 
public relations project for the Massa- 
chusetts savings banks, will be available to 
service clubs, schools, church groups, and 
similar bodies. 

- . ¢ 


Mexico’s First Trust Company 
Is Established 


Another milestone in the creation of a 
modern banking system in Mexico was 
reached in the recent establishment of the 
“Banco Fiduciario de Mexico, S.A.,’’ the 
first strictly trust institution to be founded 
in that country. A special monograph on 
its opening was published as a supplement 
to the Mexican News Digest for Septem- 
ber, 1939. 

Although the General Law of Credit 
Institutions passed in 1932 provided ample 
legislation for the operation of trust com- 
panies, none had been established up to 
this year. Several leading Mexican banks 
have maintained trust departments, how- 
ever. 

The Banco Fiduciario has a_ paid-up 
capital of 700,000 pesos, and in its first 
three months attracted nearly four million 
pesos in deposits. The new trust company 
occupies its own five-story building in 
Mexico City. Rafael Alvarez v Alvarez is 
president, Cassio V. Luiselli is trust officer, 
and Carlos Gonzalez Arias is in charge of 
the banking department. 


¢ ¢ 7 


Charles Dickens is Inspiration 
for Christmas Window Display 


The season of the year is approaching in 
which many banks will be giving thought 
to Christmas window displays. One of the 
institutions that has given outstanding 
recognition to the Yule seasons is the 
East River Savings Bank, New York City. 

Illustrated is only one of a number of the 
bank’s original and imaginative windows, 
appropriate to the Christmas season and at 





Micawber’s sermon on thrift 
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PERSON TO WHOM YOU WANT CHECK MADE i 
PAYABLE NEXT DECEMBER | 


give notice in writing of an 
al not less than 30 days before a 





PRINT NAME 





PRINT STREET ADORESS | 


ee 


'$20\$ | 
| }| agree to conform to all rules as specified in Christ- ¢ 
al mas Clu governed by the by-laws 4 
| of the Bank of America National Trust and Savings 1 


Iso that the passbook evidencing my deposits ' 
presented to the bank whenever a withdrawal | 


season a happier one for you. Please don't 
forget that the most practical gift of all is a 
Bank of America Savings Account. 





iso agreed that | may, as provided by the law ' 
g this account, at any time be required by the ! 


Now that you are prepared for this Christ- 
mas we suggest that you use part of this 
money to join the new Christmas Club by 
forwarding this application properly filled 


intended with- 4 
withdrawal is 





SIGNATURE OF MEMBER 


out, together with your initial deposit, to us. 





city 
OPEN ACCOUNT at 1 


PRINT STREET ADDRESS AND 


|| RECEIVEO s. FOR. 


city 


Best wishes for a Merry Christmas! 


AYMENTS 





Dank of America 
NATIONAL UEDATLE ASSOCIATION 





$-220 8.36 


TELLER 








Application for next year’s club accompanies Christmas Club check 


the same time tying in the thrift theme 
very effectively. 

In the background is shown a model of 
London Tower Bridge, circled with fresh 
holly. In the foreground are two dolls 
representing Mr. Micawber and David 
Copperfield, hand-in-hand. 

The accompanying card repeats Mr. 
Micawber’s famous admonition to David, 
on the subject of thrift: “Mr. Micawber 

. . solemnly conjured me, I remember, to 
take warning of his fate and to observe that 
if a man had 20 pounds a year for his in- 
come and spent 19 pounds, 19 shillings and 
sixpence, he would be happy, but that if he 
spent 20 pounds one he would be mis- 
eraple... ...”” 


year,’ he says, “The Shopping News 
reaching 900,000 homes in San Francisco, 
Oakland and Los Angeles issued a special 
Christmas Club edition when the Bank of 
America’s checks were issued. Merchants 
reproduced pictures of our check in their 
advertising and placed signs stating ‘Bank 
of America Christmas Club checks cashed 
here’ in their windows. That is real pub- 
licity, because it is sound and construc- 
tive.” 

As a result of such popularization of the 
Christmas Club idea, many California em- 
ployers have had employee organizations 
petition the managements to make payroll 


7 


deductions from individual pay envelopes 
for the amount of the Club payment the 
individual employee has selected. This, of 
course, is of advantage to the bank. It 
reduces the window load during lunch hours 
and tends to cut delinquencies. 


e e « 


New Publications of Interest 
to Bankers 


SMALL LOANS—AN INVESTMENT 
FOR BANKS, by Walter B. French, vice- 
president, The Trust Company of New 
Jersey, Jersey City. Published by The 
Bankers Publishing Company, 465 Main 
Street, Cambridge, Mass. $1.50. 

Valuable information and _ suggestions 
for banks having small loan departments, 
or those investigating the possibilities, are 
contained in this 46-page book. Mr. 
French outlines a brief history of small 
loans, describes the various agencies in this 
field, tells what part of this business is best 
adapted for banks to handle, what they 
may expect in the way of losses, expenses, 
profits and delinquencies. 

ADVERTISING MEDIA AND MAR- 


KETS, by Ben Duffy. Published by 
Prentice-Hall, Inc., 70 Fifth Avenue, 
New York City. $5.00. 


This book points out the mistakes that 
are often made in the selection of adver- 
tising media, and shows how the advertising 
schedule should be made up to obtain the 
greatest benefit from the money invested. 
One of the interesting subjects is how to 
buy radio time and build a radio audience. 
More than 100 charts, diagrams and 
reproductions of current advertising are 
used as examples. 437 pages. 

PRACTICAL PROBLEMS IN THE 
PREPARATION OF WILLS, by Caleb 
Harding. Published by Prentice-Hall, Inc., 
70 Fifth Avenue, New York City. Pp. 38. 

This should be a valuable document for 
trust officers, and individuals confronted 
with the problem of bequeathing an estate. 
Offers many useful hints on drafting a will 
that carries out the full intentions of the 
testator without violating principles of 
law. One section outlines the powers of 
executors and trustees under the Decedent 
Estate Law. 
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Bank of America’s Automatic 
Christmas Club Sign-Up Form 


In 1933 Bank of America had 57,000 

Christmas Club accounts and on December 
1 of that year it paid out about $3,000,000 
to these depositors. This year the bank has 
243,000 Christmas Club members and will 
disburse about $14,000,000. 
_ One reason for this extraordinary growth 
is the automatic sign-up form attached to 
each Christmas Club check. In standard 
voucher design, this form when filled out 
and accompanied by an initial deposit con- 
stitutes an application for next year’s 
Christmas Club. From its experience the 
bank has found that, by attaching these 
vouchers, it is assuring itself that most o° | 
this year’s Christmas Club customers will 
be back again with it next year. 

rhis in turn assures a steady growth for 
other departments of the bank. Thus L. E. 
lownsend, assistant vice-president and | 
advertising manager of the bank, told the 
‘.A.A. convention at Toronto that 67 per 
cent of every dollar disbursed by the bank 
1 Christmas Club checks is retained bv 
the depositor either in the form of a savings 
account or an investment fund. 

Mr. Townsend also mainiained that the 
publicity value of the Christmas Club to 
the bank is worth a very great deal. ‘“‘Last 
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THE CONSTANT ENDEAVOR 


of this organization is to 


adapt its offerings to the expressed needs of those with 


whom we deal, in so far as we are informed of their require- 


ments —in point of security, marketability, taxable status, 


maturity and yield, also fitness into other investment holdings. 


CHICAGO, 201 SO. LA SALLE STREET - 
AND OTHER PRINCIPAL CITIES 


“ac 


NEW YORK, 35 WALL STREET 


ALSEY, STUART & CO. Inc. 
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THE MORRIS PLAN INSURANCE SOCIETY 


420 Lexington Avenue, New York, N.Y. 


Send me, please, without obli- Loan Insurance, you may be 
gation, your booklet called able to tell me something from 
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INCREASING PROFITS FROM PER- your experience, about making , 
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In writing to advertisers please mention The Burroughs Clearing House 

















Vice-president Cravens, right, talking over departmental matters with W. H. Kyle, a member of his staff 





Automobile hinanang 


The writer lays down ‘basic principles for successful operation of an 


automobile finance department, based on long experience in this field 


N the first six months of 1939 more 
than 600 banks entered the field of 
consumer credit —which almost in- 

variably includes some automobile 
financing —and thus brought up to ap- 
proximately 10,000 the number of 
banks so engaged. With deposit funds 
running at flood level, and only a 
trickle of the commercial demand 
which used to be considered normal, 
there is no blinking the trend. 

\Most important both to the banks 
newly entering the automobile credit 
field and to all institutions with a pre- 
vious stake in it—from the maker of 
automotive parts to the dealer and the 
established finance company —is that 
this influx of new lenders be guided into 
channels which will encourage sound 
practices and eliminate unsound prac- 
tices. Lack of experience might lead 


By 
KENTON R. CRAVENS 


Vice-president, The Cleveland Trust Company, 
Cleveland, Ohio, and President, Bankers 
Association for Consumers Credit 


some wholly well-intentioned indi- 
viduals into policies and methods that 
could conceivably undermine the sound 
foundations upon which a profitable 
industry has been built. Without 
meaning other than well, newcomers 
undertaking a line of work foreign to 
their previous training could demoral- 
ize substantial sections of the field, just 
as a trackside cut-rate filling station 
has been known to start a price-war 
disastrous both to itself and to many 
of its neighboring competitors. 





To those of us who have spent years 
in financing the installment purchase of 
automobiles, a few principles stand out 
as proved by experience. To such an 
individual, it is distressing to witness 
the adoption of methods and policies 
which by every time-tested standard 
must lead to loss for the institution that 
undertakes them. And our altruistic 
sympathy for the unsuspecting institu- 
tion that is headed for a loss is tinged 
with a self-interested apprehension 
lest necessities of competition force us 
defensively to compromise with the 
principles which we regard as demon- 
strable truth. 

Some general facts about the dis- 
tribution of automobiles are worth 
preliminary consideration. First, only 
a small percentage of all automobile 
dealers can by any accepted banking 
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A. F. Goodman, at the right, explains the bank's auto finance plan to a Cleveland dealer 


standards be classed as adequately 
financed. The exceptions are almost 
enlirely to be described as the oid- 
established business headed by a man 
who has unusual ability as a business 
man and who has consequently built 
up from the profits of the years a sub- 
stantial working capital. Equally able 
younger dealers seldom qualify as well 
financed, if only because they have not 
been at it long enough to accumulate 
large capital funds. Because a dealer’s 
franchise is terminable on notice and 
because beyond his own capabilities he 
is wholly dependent upon the fortunes 
and policies of the manufacturer whose 
product he handles, this is not a type of 
enterprise likely to attract equity 
capital from outside investors. The 
dealer who has money has made it 
himself in his business. 

The experienced hand at automobile 
financing looks at the dealer’s credit 
with perhaps greater emphasis on 
character and capability. The compe- 
tent lender rarely takes a loss on the 
man who rates high by his scale. The 
reason is basic to the automobile 
finance business: A piece of automo- 
bile installment paper is only as good 
as the dealer who makes the sale. 


O digress for a moment —but it is 

actually not a digression, because it 
concerns a matter of fundamental im- 
portance —the banker recently come 
into consumer financing is likely to 
inquire, “But what has the dealer to 
do with it? We don’t have anything to 
do with the dealer, we lend money to 
the purchaser and the borrower takes 
our check and makes a cash purchase 
from the dealer. Our sole interest is in 


the credit of the automobile purchaser, 
to whom we lend the cash.” 

It seems that there should be some 
significance in the fact that the old- 
established automobile finance com- 
panies, who know all the ins and outs 
of the game, hold rather strictly to the 
policy of doing all their automobile 
business via the dealer. If loaning to 
the purchaser offered an opportunity 
for a profit, except in an isolated in- 
stance here and there, it is safe to 
assume that some of the old-timers 
would be doing it. Actually, in the 
opinion of most of us who have been 
handling automobile paper through 
good times and bad, making loans 
direct to automobile buyers does not 
bring the maximum opportunities for 
profit. And we see in it some possi- 
bilities of social and economic danger, 
quite aside from the direct profit 
aspects. 

From the standpoint of profits, the 
banker or other lender who makes the 
loan direct to the retail buyer incurs a 
needless overhead—if he takes the 
steps necessary to safeguard his inter- 
ests. He must take upon his own 
shoulders all of the responsibilities that 
the dealer retains in the ordinary 
finance transaction. If he has to 
repossess, he owns a used car and must 
go through the expensive process of 
selling it, often at a loss; but if he had 
bought that lien instrument from a 
dealer, the dealer would normally 
either take the car and make good the 
balance or else resell the car for the 
bank and perhaps make good any 
deficiency thereby incurred. And a 
banker is a lot less likely than the 
dealer, running in and out of his repair 


department and gossiping with his 
men, to hear about circumstances 
which make completion of the pay- 
ments improbable and hence make 
close supervision of collections desir- 
able. Beyond argument, a loan direct 
to an automobile purchaser is more 
exposed to loss than the purchase of 
installment paper on the same deal 
via a good dealer. 

But there are other considerations, 
outside the immediate profit and loss. 
The banker who removes the dealer 
from contact with the financing of the 
sale deprives the dealer of a small 
earning which is deservedly his for 
originating the loan, an_ earning 
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Wooing public good will for dealers 
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which he would receive in the form of 
a reserve for loss against his contingent 
liability on the paper. Also, the banker 
who deals directly with the purchaser 
puts him in a mood where he inclines 
to shop around for the biggest trade-in 
allowance, which too often results in 
some dealer making the sale on terms 
that will prove a loss. If the banker 
considers that this is no concern of the 
bank’s, let him consider the effect on 
the community and thus upon com- 
munity prosperity and unemployment, 
with their direct reflection in the insti- 
tution’s profit possibilities and tax 
bills, of helping a local business to 
commit economic suicide. By getting 
the dealer paid off in a lump sum, he 
severs the tie that otherwise binds the 
purchaser to the dealer for subsequent 
repairs and replacements, with their 
opportunity for a legitimate profit. 
More often than not he reduces the 
total sale for the dealer, because the 
borrower with a fixed sum of money in 
his pocket for a car is far less likely to 
indulge himself in the added luxuries of 
a radio, a heater, fog lights, and 
bumper brackets all included in the 
twelve-months paper and hence in- 
significant in increasing the monthly 
payment. 

All of this was in our mind when 
on December 1, 1938, The Cleveland 
Trust Company established itself ac- 
tively in the automobile finance busi- 
ness. We made a definite rule: All 
automobile paper must come to us 
via the dealer, none direct from the 
automobile buyer. Certainly, the cus- 
tomer whose credit is so good that he 
can borrow on his unsupported note, 
or who lays down high-grade collateral 
and thus deprives us of the right to 
ask what he wants the money for, 
undoubtedly borrows from us and 
uses the proceeds of his note to buy a 
car for cash. But we do not inten- 
tionally do it this way. We believe 
that the welfare of the dealer, of the 
purchaser, and of the bank, are inti- 
mately tied together in seeing that the 
automobile purchases we help to 
finance come to us through the con- 
ventional set-up whereby the dealer 
takes the paper and sells it to us. 
Since the management of our consumer 
credit activities is in the hands of men 
with long years of automobile financing 
experience, our institution’s policy is 
cited not because it is ours but because 
it represents the considered judgment 
of a great many aggregate years of 
experience in this business. 

If, then, the banker who is entering 
the business of handling automobile 
installment paper concedes that he 
had best do it via the dealer, he comes 
straight to the fact stated above that 
a piece of it is only as good as the 
dealer who made the sale. The rea- 
sons are simple. The capable dealer 
does not misrepresent, hence his cus- 
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CLEVELAND AUTOMOTIVE 
TRADE ASSOCIATION 


New and Used Car Sales in 

Cuyahoga County Totaled 

$37,000,000 Last Year. 
USED CARS ARE THE LIFE BLOOD OF THE 


AUTOMOBILE BUSINESS. BUYING A GOOD USED CAR 
1S GOOD BUSINESS AND MAKES BUSINESS GOOD. 


Here is a typical used car value as presented 


THE CLEVELAND AUTOMOTIVE TRADE ASSOCIATION 





Bank display promotes dealer interests during Used Car Week 


tomer does not justifiably decide that 
he has been short-changed so that he 
had better just let the car go back 
and call the whole thing off. This 
good dealer has a sixth sense about 
the quality of credit involved in a 
given sale, and is no more eager than 
the banker to make a deferred pay- 
ment sale that will eventually go sour, 
to the dealer’s loss. He can be trusted 
not to try any corner-cutting with the 
bank, always a possibility if the dealer 
is untrustworthy. And he scrupulously 
keeps his promises, likewise giving a 
quality of service that keeps the car 
in good condition and hence maintains 
it as better collateral than if mainte- 
nance were skimped for the sake of a 
short-sighted profit. 

The paper emanating from a quality 
dealer is better, produces less in the 
way of losses, is less expensive to 
handle throughout the term of the 
debt. It carries no threat of risk from 
fraud or carelessness. And, from the 
long-term program of a lending insti- 
tution eager to establish itself as an 
important and profitable factor in 
this field, it is important that only 
the quality dealer is willing to accept a 
finance plan designed to be fair and 
give the greatest value to the public. 
To make this latter point clear by 
example, it takes a good dealer to be 
willing to accept the deduction which 
the bank must make from his reserve 


credits if the car buyer comes in when 
the term of the contract is only half 
gone and pays the balance, thus 
legitimately becoming entitled to a 
rebate on the unearned interest charge. 
Hence the biggest single problem of 
the institution entering the business 
of automobile finance is to get the 
business of the good dealer. Do not 
assume that he will hasten to the bank 
with his paper on the bare announce- 
ment that the bank is now willing to 
serve him. On the contrary, he is 
ardently wooed by everyone in this 
field: nationally known finance com- 
panies, local finance companies, banks 
in his own and neighboring communi- 
ties. Everybody loves him, wants 
him for a customer. The institution 
which wins him away from the brisk 
competition is the one which gives him 
something better than he has had —his 
hard-headed judgment of values and 
advantages is what makes him a 
desirable dealer, never forget. 


O earn his business, there are 

several musts. You must give him 
the benefit of what is known in the 
trade as a good retail plan, meaning a 
sound and economical program com- 
bining the advantages of convenience 
and accessibility with its basic right- 
ness. You must help him to sell this 
plan to his customers. You must give 

See AUTOMOBILE FINANCING—Page 30 
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T was easy for bankers to conclude, 
when the tide of deposits began to 
flow our way and kept coming, that 

the unpleasantness and public miscon- 
ceptions of the early 1930’s had been 
replaced by sweetness and light. As 
any banker of vision knows, deposit 
insurance greatly influenced the flow- 
back of deposits. And, as any banker 
knows who keeps his ears open in the 
golf locker room when the foursome in 
the next aisle does not know he is there, 
not all erroneous ideas about banking 
have as yet been cleared from the 
minds of people who should have a 
better understanding. 

Two factors have worked against 
good public relations for banks ever 
since the days when depositors were be- 
ing asked to waive deposits and stock- 
holders were being asked to pay assess- 
ments. First, though the bankers have 
done some explaining, too often the 
public has been left confused by these 
explanations. Second, the business and 
banking worlds have been changing so 
rapidly that bankers have had diffi- 
culty in keeping abreast of public 
needs and of public ideas about banks. 

A good many bankers associations 
have been working on the public rela- 
tions problem in various ways, many 
of these ingenious and resultful. The 
American Bankers Association has 
shown itself keenly aware of the public 
relations problem, and has made im- 
portant contributions toward solving 
it. A dozen or more state associations 
have tackled specific aspects. In the 
aggregate, a substantial volume of 
work is under way in this field. But 
we know of no single place where all of 
this information is available. 

The Illinois Bankers Association has 
for some years been doing some good 
work on public relations. This has, 
however, progressed by fits and starts, 
shifting in force and emphasis with the 
annual shifts in official and committee 
personnel. As we analyzed it, we had 
to recognize that it must seem to the 
general membership little more than 
one more extra incidental superim- 
posed upon the association’s regular 
activities rather than a major and 
integral part of the main program. 

What public relations work deserves 
and needs in Illinois, we decided, is a 
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Pusiic RELATIONS 


By 


JOHN J. 


ANTON 


Vice-president, The First National Bank of Chicago, and President, 
lilinois Bankers Association 


Blue prints for a comprehensive, long-range program 


designed to build public understanding and good will 


have been drawn by the Illinois Bankers Association. 


Here is a description of the component parts of the 


plan, as laid down at the annual fall group meetings 


long-term schedule of promotion and 
development. And we could see no 
reason why we should embark on such 
a course that would be less than com- 
plete or that would fall short of any 
demonstrable standard of excellence. 
Let us examine in turn the ways in 
which our association set about meet- 
ing these specifications. 

In the first place, good public rela- 
tions for banking are not something 
that can be achieved by a short, inten- 


sive campaign. We are definitely 
planning this activity to develop step 
by step over a term of years. If we 
thought it would be merely a splurge 
this year and next, then dropped, we 
should not bother with getting it under 
way. If there is one outstanding char- 
acteristic of a sound job of building 
good public relations, it is that it must 
start right down close to the grass roots 
and the superstructure can be erected 
only when the foundation is right. All 


BANKER John J. Anton outlining plans for a permanent, state-wide 
public relations program, at one of the Illinois group meetings 















































































































too many bankers have written a series 
of advertisements for their local papers, 
run them during three or six months, 
then relaxed with an air of, “Thank 
Heaven, now we have good public 
relations!” 

A program that will bring the needed 
results cannot, obviously, be accom- 
plished in one year while a single set of 
association officers interested in the 
subject holds the key positions. One 
of the basic weaknesses in bankers 
associations and in many other types of 
trade organizations is that what one 
year’s Official body sets up, the next 
year’s office-holders may discard in 
favor of some favorite project of their 
own. The second project may be, often 
is, even better than the first. But the 
year devoted to laying the foundation 
for the first project is lost to the group 
by reason of the shift in policy. And, 
more often than not, the second proj- 
ect is Just as enthusiastically pushed 
aside by the third year’s crop of 
officers and committee chairmen. 

It was therefore clear that the long- 
term public relations program upon 
which the Illinois Bankers Association 
decided to embark could not possibly 
get results if it should be subjected to 
the hazards of shifting enthusiasms. 
To assure it a consecutive follow-up 
through the coming years, the entire 
program has been set up with the pur- 
pose of letting the membership con- 
vince itself so thoroughly of the need 
for better public relations that, at least 
until the job is completed, succeeding 
officers will see the importance of not 
shelving the project. 

To do a complete job we must take 
advantage of progress that has been 
made elsewhere as well as in our own 
state. We simply do not believe we are 
capable of devising full-blown from 
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At each afternoon session an association officer discussed public relations 


our own intellects something better 
than anyone else has ever thought of. 
We believed from the very start that 
our best procedure to produce a com- 
plete program would be to find out 
what others had done, then bring to- 
gether their best thinking and adapt it 
into a well-rounded program for Illinois. 


[N striving to produce a program 

that would be effective if used over a 
term of years, we have dodged trying 
to write a prescription that would be 
guaranteed to cure our public relations 
ills in six palatable treatments. Our 
association’s officers and committee 
chairmen have no illusion that the 
organization can by its own efforts 


BUSINESS MAN Charles M. Burgess, president of an Illinois manu- 
facturing concern, tells bankers what he expects from his bank 











bring to our state an era of mutual love 
and trust between the banks and the 
general public. A program with any 
hope of genuine effectiveness must rely 
upon the banks and bankers to do the 
actual job. What the association is 
doing right now is starting a number of 
activities which will make it easier for 
the bankers themselves to lay the 
foundations and build upon them. The 
association is, figuratively, preparing a 
set of blue prints for the state’s banks 
to use. 

Our program is based upon the be- 
lief that we must study our own busi- 
ness more thoroughly and understand 
it ourselves, including everyone from 
the newest clerk to the chairman of the 
board. So we really used the past 
September’s circuit of group meetings 
as the official unveiling of the program 
to the membership. Instead of spread- 
ing the program of each group meeting 
over half a dozen subjects, we held our 
aim straight upon public relations and 
no other target. And because we are 
convinced that nobody in a bank can 
properly be omitted from understand- 
ing the importance and technique of 
public relations, and participating in 
the work, everybody connected with 
each bank was invited to attend. 

After a good many years of making 
the rounds of Illinois group meetings, I 
can say that this year’s circuit hit a 
new level in number and diversity of 
bank people in attendance. For ex- 
ample, at one of the dinner meetings 
the group president called the roll of 
banks by asking all people connected 
with a bank to stand at its name. One 
bank of $3,000,000 deposits, 83 miles 
distant from the site of the group 
meeting, had 23 on hand. A bank of 
$7,000,000 deposits, 15 miles distant, 
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had 37 representatives. All told, 11 
banks were represented at this dinner 
by delegations of a dozen or more. And 
this was only one of the 10 groups in 
the association. 

So we really proved that the senior 
officers of the state’s banks have suf- 
ficient interest in public relations to 
turn out big delegations for the group 
meetings. At the meetings the asso- 
ciation undertook to capitalize this 
interest and spread it among all those 
present. The afternoon meetings be- 
gan at 4 p. m., included one major 
talk on public relations by an associ- 
ation officer. At the dinner session, the 
association president centered his ad- 
dress on the needs and the opportun- 
ilies for a statewide public relations 
program, and what we purposed doing 
about it. 


T° wind up each dinner, we heard a 

talk by a prominent and respected 
local business man who was invited to 
tell us with complete frankness just 
what he thinks banks do well and what 
he thinks they should do better. Our 
guests took the invitation literally, as 
we intended. They peppered us with 
crilicisms and constructive sugges- 
tions, interspersed with a few bou- 
quets. They covered topics ranging 
from how to help a local merchant 
watch his retail credits to how the 
speaker thought we could make warmer 
friends of our fellow citizens. And they 
really gave us some insight into how 
we appear to the public, which is an 
incentive to doing a public relations 
job. 

These group meetings served a dual 
purpose. They helped our members 


and their employees to get a well-pro- 
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portioned appreciation of the impor- 
tance of public relations. Also, the 
meetings laid before these folks for 
criticism and approval the definite 
program that the council had talked 
over. 

By every indication, the effort was 
highly successful. Between the after- 
noon meeting and the dinner at each of 
these gatherings, little knots gathered 
in hotel lobbies and on porches, dis- 
cussed how they might best start the 
work in their home neighborhoods. 
After the dinner anyone could over- 
hear table companions deep in the same 
sort of conversation as they filed out 
for the late drive homeward. 

Comments and correspondence in 
the interval proved pretty conclusively 
that the people who attended the 
group meetings went back to their 
jobs at least a little more eager to know 
about their banks and to help build 
better public relations. Subjects 
pointed out for their attention in- 
cluded: a bank’s organization; its 
policies; what it does, why it does this, 
how and through what persons; com- 
parison of its operations and their effect 
on the public, with those of neighbor- 
ing banks; how well and how cheerfully 
the community’s needs for banking 
service are filled; employee relations, 
educational work, loyalty, vision of the 
job. They heard the idea advanced 
that several neighboring banks can well 
get together to discuss these points. 
Group study classes and debates were 
advocated. Extension of A.I.B. chap- 
ters and the development of A.I.B. 
public relations courses were recom- 
mended — after consultation with A.I.B. 
officers had won their approval of the 
idea. 
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MIDLAND HILLS COUNTRY 
CLUB, CARBONDALE 










Report of Nominating Committee 
Election of Ofticers 
New Business 


HARRY C. HAUSMAN, Secretary 

CHARLES A. ELSNER 
(who will offer some 
ond Hour Act and kindred subjects.) 


“How it Can Be Done” 
JOHN J. ANTON, President Iilinois 
Bankers Association, Vice President 
First National Bonk, Chicago. 








ADDRESS 
“Where There's Smoke There's Fire” 
CHARLES R. REARDON, Vice Presi- 


dent Illinois Bankers Association; Vice 
President First Nationa! Bank, Joliet 


thoughts on the Woge 


RECESS ‘ 














6:30 P.M. DINNER 
Midlond Hills Country Club 
Toastmaster, KENNETH E COOK 


ADORESS 


“Whet |} Expect of My Bank” 
HON. CLARENCE E. WRIGHT, Stotes 
Attorney Jackson County, Carbondale 












Mind you, none of these were brand- 
new ideas. On the contrary, they have 
been tried and tested by bankers asso- 
ciations and groups of varying types. 
Together, they give us a start toward 
a really comprehensive program, one 
that is less likely to fall short because 
it is made up of sections that have been 
proved effective. 

Bank public relations problems in- 
clude a few major sub-heads. Service 
charges, for one thing. Bankers know 
the cycle of operations and expense 
that a customer sets into motion by 
drawing a check or making a deposit. 
But only a few customers understand 
that every bit of customer activity 
costs the bank money. A few months 
ago a bank in a neighboring state in- 
vited the public to two open-house 
evenings, offering souvenirs to bring 
visitors in. While the visitors were in 
the banking rooms, they were shown 
many of the more interesting mechan- 
ical operations and given a high-spot 
explanation of bank operating. Can 
anyone doubt that, in this bank’s com- 
munity, service charges will hereafter 
be better understood and better ac- 
cepted? 


ANOT LER big job is to let the people 

understand that,contrary to general 
impression, a bank cannot earn large 
profits today, and cannot pay high in- 
terest on deposits. To many people it 
seems that banks must in some mys- 
terious way make a lot of money be- 
cause they handle millions of dollars 
through the course of a year. Only the 
banker sees that this flow of funds 
causes expense rather than revenues 
in times of low interest rates and 
minimum credit demand. 

Perhaps one of our biggest tasks is to 
make sure that we actually do extend 
credit to everyone who deserves it. 
Some individuals foster the impression 
that nobody can borrow unless he is so 
well fixed that he does not need a loan. 
The papers, especially while Congress 
is in session, carry news of plans to set 
up government bodies to make various 
kinds of loans because, presumably, 
banks are unwilling to extend needed 
credit. We must re-examine our loan- 
ing policies to make sure that they are 
as liberal as they should be. But also 
we must spread the word that banks 
today are making many additional 
kinds of loans, including installment 
loans, equipment loans, and term 
credits to industry. We need not con- 
ceal that banks are searching for 
newer and better ways to serve the 
public and to put their idle funds to 
work, even to the point of conducting 
limited-scale experiments with types 

See PUBLIC RELATIONS—Page 32 


Typical group meeting program 
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By HENRY D. RALPH, Washington Correspondent 


New Director of Treasury’s 
Stabilization Fund 


Ii. Merle Cochran, veteran State 
Department career man, has _ been 
recalled from Paris by Secretary Henry 
Morgenthau, Jr., to direct the oper- 
ations of the Treasury’s stabilization 
fund and the Tri-Partite currency 
agreement. He succeeds Archie Loch- 
head, who has been entrusted to this 
task since 1933, and who returns to 
privale business. 

Mr. Cochran entered the foreign 
service immediately after his gradu- 
alion from the University of Arizona 
in 1913. He served as vice consul and 
consul in a large number of posts, and 
since 1932 has been first secretary of 
the embassy in Paris, in which post he 
handled the French end of the Treas- 
ury’s stabilization work. He retains 
his rank as a first class foreign service 
officer, being “‘on loan” to the Treasury. 

His new task is complicated by the 
outbreak of hostilities in Europe. 

° 2 


Plans for Drafting Capital 
and Industry in Case of War 


All branches of the Federal Govern- 
ment these days are giving their major 
attention to problems growing out of 
European conditions and are making 
plans to adjust American business and 
finance to any situation which may 
result from a protracted war or up- 
heaval in normal trade relationships. 
Special advisory committees have been 
appointed by the Departments of 
Commerce, Agriculture, the Treasury, 
and other agencies, and preparations 
are being made for all possible con- 
tingencies. 

No new legislation is contemplated 
at present and existing emergency 
powers have not yet been drawn upon, 
but officials are watching closely 
behavior of securities markets, com- 
modity prices, foreign trade, interest 





H. MERLE COCHRAN 


. . war complicates task of new 
stabilization fund director 


rates, inventories, credit conditions, 
the government bond market, and 
similar factors. 

Ajthough it is the policy of the 
administration to keep the United 
States from being involved in war, the 
Army and Navy are naturally intensi- 
fying their routine war plans, and are 
currently revising their industrial 
mobilization plan which was drawn up 
several years ago. This plan, which 
would require legislation to put into 
effect, calls for virtually drafting 
industry, capital, transportation and 
labor in time of war. Special commis- 
sions would allocate war orders, fix 
prices and wage rates, assign workers 
and executives to posts in essential 
industries, and exercise many other con- 
trols to the extent considered necessary 


for the successful prosecution of a war. 

One of the bills drafted some time 
ago calls for the creation of a War 
Finances Control Commission which 
would have power to close securities 
exchanges and prevent the private 
sale of securities, would pass on all 
proposals to sell private securities to 
the public and have power to prevent 
such offerings except to provide addi- 
tional plant facilities for war indus- 
tries, and if necessary could make 
direct loans to industry to increase the 
production of essential war materials. 
Such a plan, of course, would operate 
only for the duration of a war, and it 
is not probable that legislation to 
authorize it will be pressed in the near 
future, but the fact that this old plan 
is being revised illustrates the extent 
to which preparations are being made 
by the government to meet any and 
all emergencies. 

Sf Sf + 


Social Security Regulations 
Issued for Banks 


Regulations are now being issued by 
the Bureau of Internal Revenue cover- 
ing the application of the Social 
Security Act to banks which have here- 
tofore been exempted on the ground 
that they were instrumentalities of 
the Federal Government. The new 
amendment to the law. which becomes 
effective January 1, 1940, among other 
things applies the social security taxes 
to national banks, state banks, which 
are members of the Federal Reserve 
System, and Federal savings and loan 
associations, and their employees. Such 
institutions are thus placed on the 
same basis as other private employers, 
and a tax of 1 per cent of the pay roll 
will be assessed against both employer 
and employees up to the first $3,000 
of each individual salary. These insti- 
tutions will also be subject to state 
unemployment taxes after the first 
of the year. 

Detailed instructions for complying 
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MRS. NELLIE TAYLOE ROSS, Director of the Mint 


. . . faces production problem because of record coin demand 


with this and other recently enacted 
amendments to the Social Security 
Act are contained in the newly- 
revised Internal Revenue Bureau regu- 
lations, numbers 90 and 91. The first 
duty imposed upon banks which come 
under the act for the first time is to 
see that all employees have social 
security numbers, although many bank 
employees may already have acquired 
numbers for some reason or other. 
Employees may obtain numbers by 
writing to one of the 300 branches of 
the Social Security Board. It is 
estimated that approximately 300,000 
bank employees will be brought under 
the social security system by the new 
amendment. 


Wage-Hour Minimum 
Standards Increased Oct. 24 


Pressure on Congress to amend the 
wage and hour law to exempt bank 
employees and other office workers 
from its overtime provisions is expected 
to increase now that the law is in its 
second year of operation with its 
statutory increase in minimum wages 
and decrease in maximum hours. Dur- 
ing the first year of the act the uni- 
versal minimum wage was 25 cents per 
hour and the maximum work-week 
was 44 hours, but beginning on 
October 24, 1939, the law provided 
that no employer engaged in inter- 
state commerce could pay less than 
30 cents per hour and that time-and- 
one-half must be paid for all work in 
excess of 42 hours in any one week. 
This reduction in the work week 
particularly affects banks, which are 
required by law or custom to remain 
open to the public certain hours every 
business day. Legislation to exempt 


“white collar” workers above a certain 
salary level from the maximum hours 
provision is pending in Congress and 
is likely to come up for a vote in the 
House as soon as Congress resumes 
consideration of its regular calendar. 

No final ruling has yet been made 
as to whether or not commercial banks 
are engaged in interstate commerce, 
but officials of the Wage and Hour 
Division of the Department of Labor 
are proceeding on the assumption that 
banks and their employees are covered 
by the act. 

In interpreting the application of the 
new provisions on October 24, the 
Wage and Hour Division stated that 
the minimum wage that must be paid 
for all employment relating to inter- 
state commerce rose from 25 cents an 
hour to 30 cents an hour at midnight 
October 23. The work-week for which 
straight time may be paid was auto- 
matically reduced from 44 hours to 
42 hours at the same time, but only 
as to full plant or office work-weeks 
starting after that hour. Thus if the 
employee’s work-week began on Mon- 
day, October 23, the employer need 
pay time-and-one-half only if more 
than 44 hours were worked in the 
period of seven consecutive days from 
Monday, October 23, through Sunday, 
October 29, inclusive. 


* . 


Increased Business Brings 
Record Coin Demand 


Bank tellers who have to spend 
increasing amounts of time counting 
the coins that pass through their cages 
may derive some satisfaction from 
knowing that the situation is general 
throughout the country, for the cur- 
rent demand for coins is greater than 


it ever has been in the history of the 
United States mint. Shipments of 
coins from the three mints during 
recent months have been heavier than 
at any time during the World War or 
the business boom of the ’20’s, and 
orders from banks are increasing so 
fast that the Philadelphia mint is 
working 24 hours a day seven days a 
week, and second shifts have been put 
on at the Denver and San Francisco 
mints. For example, during July and 
August of 1938 the three mints shipped 
17,291,400 coins of all denominations 
to the banks of the country, while in 
the same two months of this year they 
delivered 144,623,435 pieces of metal 
money. 

The demand is so heavy that the 
mints are now figuring shipments in 
tons, and during the first nine months 
of 1939 the shipments totaled 61 tons 
of silver dollars, 91 tons of half 
dollars, 150 tons of quarters, 139 tons 
of dimes, 502 tons of nickels, and 828 
tons of one-cent pieces. In order to 
speed up production, Mrs. Nellie 
Tayloe Ross, director of the Mint, 
recently called a conference of coinage 
superintendents and technical experts 
of the three mints to exchange infor- 
mation on operating details and tech- 
nique. The increased demand for coins 
is viewed as a barometer of improved 
business activity. 


° S « 


Status of Movement to Raise 
No-Protest Minimum 


Officials of the Federal Reserve 
System at present are taking no part 
in the current movement among com- 
mercial bankers to raise to $50 the 
no-protest minimum for checks re- 
turned because of insufficient funds 
or other reasons. A recommendation 
that the no-protest limit be raised to 
$50 from its present minimum of $10 
was made by the Bank Management 
Commission of the American Bankers 
Association after a survey of sentiment 
among banks throughout the country. 
Although a number of local clearing 
house associations prepared to put the 
new limit into operation, the move- 
ment has not become general because 
the clearance instructions of the twelve 
Federal Reserve banks still require 
the protest procedure on all checks of 
more than $10.01 which are uncol- 
lectible. These instructions could be 
changed without specific authority 
from the board in Washington, but 
they probably would not be without 
consultation to make sure that the 
policy is uniform throughout the 
twelve Reserve banks and is not in 
conflict with the board’s policies. 
Officials of the board state that there 
is no objection to increasing the no- 
protest minimum if all banks of the 
country favor it, but that at present 
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there seems to be some division of 
opinion among commercial banks. 

The procedure of formally protesting 
non-collectible checks involves a notary 
fee which is collected from the original 
depositor of the check, thus adding 
the expense of the procedure to the 
loss involved in the face amount of 
the check itself. The protest formality 
is used to give the depositor an un- 
contestable legal proof that a check 
was not honored, in order that suit 
may be brought for collection against 
the maker of the check. The survey 
of the A. B. A. may, however, disclose 
that in most cases suit is not brought 
for checks of less than $50, so that 
abandonment of the protest procedure 
on checks of less than this minimum 
would not handicap depositors but 
would save them considerable expense 
and relieve the banks of much detail 
work in carrying out the protest 
formalities. 


® + Sd 


Banks Show Interest in New 
Title I Construction Loans 


The new FHA plan of using Title I 
loans up to $2,500 for the construction 
of small homes is being widely used in 
some sections of the country, accord- 
ing to officials of the Federal Housing 
Administration. The plan was put 
into effect late in August to permit 
the FHA system of guarantee of bank 
loans to reach builders of small homes, 
particularly in suburban and _ rural 
districts. Title II loans are not well 
adapted for the construction of very 
low-priced houses because of the size 
of the down payment and the rigid 
construction requirements of FHA, 













| ANNOUNCEMENT 
7 The Morris Plan Bank of Virginia now offers 

a L-year financing plan for building 

S$ small homes and cottages costing up to $2,500 

“a 2a apni 5%. 


























New Title | financing of small 
homes gets bank promotion 


and heretofore Title I loans have not 
been widely used for this purpose. 
Under recent amendments to the 
housing act, the FHA was enabled to 
extend Title I loans to new residential 
construction up to $2,500, and in 
regions where costly construction is 
not required many banks are reporting 
considerable interest in this new 
development. Loans of this type are 
made by banks on the basis of $3.50 
discount per $100 of the loan, which is 
equal to 6.6 per cent interest for one 
year or an average of 5.07 per cent 
yield over a 15-year period which 
is the maximum which these loans may 
run. Out of this discount the banks 
must pay the FHA an insurance pre- 
mium of three-fourths of 1 per cent. 
Certain general standards are laid 
down by the FHA for houses con- 
structed under Title I loans but it is 
left to the banks to enforce these 
standards and FHA inspectors do not 
check on construction of this type. 
Houses of this sort are particularly 
adapted to small towns and environs 
of larger cities where land costs are 
low and neighborhood requirements 
and building codes are less restrictive. 


° ¢ ° 


FCA Suspends Foreclosures 
on Farm Mortgages 


Continued difficulties in the agri- 
cultural credit field are indicated by 
the action of the Farm Credit Adminis- 
tration in suspending foreclosures of 
farm mortgage loans pending a survey 
being made by the twelve Federal 
Land banks. This action was taken 
in spite of the fact that farm fore- 
closures have been declining during 
the past few years and are the lowest 
level in the last thirteen years, and 
was taken because of a series of partial 
or complete crop failures in certain 
areas and other factors beyond the 
control of many borrowers. 

The survey is being made to deter- 
mine whether additional means of 
assistance or a broader application of 
present policies may be successfully 
employed to help deserving borrowers 
to work out of their difficulties. The 
suspension of foreclosures does not 
constitute a moratorium, since bor- 
rowers able to do so will be expected 
to maintain their payments, and fore- 
closures will continue to be made in 
cases involving abandonment, bad 
faith, or action to acquire title. 

At present the farm credit adminis- 
tration has outstanding more than 
700,000 farm mortgage loans of dif- 
ferent types, and in general farmers 
have made good progress in the reduc- 
tion of their mortgage debts. At the 
same time the FCA disclosed that its 
loans to enable farmers to purchase 
farms have been decreasing recently, 
and during the first six months of 1939, 





FORREST F. HILL, Governor of Farm 
Credit Administration 


. suspends foreclosures of farm 
mortgage loans pending survey 


loans for this purpose were 14 per cent 
under the same period of 1938. 
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Federal Reserve Ruling Means 
Faster Check Clearance 


A new regulation on the clearance 
of checks through Federal Reserve 
banks has just been promulgated by 
the Board of Governors of the Federal 
Reserve System which benefits both 
member and non-member banks by 
reducing the amount of work required 
in listing and sorting checks for clear- 
ance, and gives the banks more prompt 
credit for checks deposited for collec- 
tion. 

Under the old practice each Federal 
Reserve Bank issued a time schedule 
listing the number of days before 
which a bank would receive credit for 
checks cleared through the Reserve 
banks, the length of time varying with 
the anticipated delay in getting the 
checks completely cleared. Non-mem- 
ber banks are permitted to clear 
through the Federal Reserve banks if 
they maintain a sufficient reserve 
balance to cover any checks which 
might not be collected. 

Under the new Regulation J the 
Federal Reserve banks will credit 
member banks within three days or 
less for all checks deposited with 
them for collection, and most checks 
will be credited within one or two 

See WASHINGTON VIEWPOINT—Page 38 
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was launched to reduce produc- 

tion costs in manufacturing enter- 
prises through standardization of work 
routines. The automobile is perhaps 
the outstanding example of how costs 
can be reduced, not only through vol- 
ume of production but also because the 
automobile industry developed and 
accepted the principle of standard- 
ization. 

Such outstanding authorities as 
Ernest Woolley and John Driscoll have 
long advocated that the principle of 
standardization of operations be car- 
ried over into the banking field. This 
can be done to good advantage as the 
need was never more urgent. To de- 
termine the most direct way to handle 
any phase of operations, and there- 
after to handle all recurrences of such 
transactions in the same way, is 
bound to result in savings of time and 
effort. And whenever you make a 
saving in the time and effort required 
by your personnel to handle a transac- 
tion you are bound to save the bank 
money over the long run. This is 
doubly true today as a result of wage- 
hour and social security legislation. 

Considerable benefit in the way of 
greater efficiency, which should result 
in lower operating costs can be de- 
rived from the adoption by banks of 
standard forms and uniform systems. 
Everyone connected with the banking 


NOME fifty years ago a movement 
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Compiling a Manual 
Jor Vircinta Banks 


By 


L. W. BISHOP 


Cashier, State-Planters Bank and Trust Co., Richmond, Virginia, and Chairman, Committee 
on Accounting Systems and Forms, Virginia Bankers Association 


The writer describes his committee’s handiwork ...a 


182-page manual designed to promote standardization 


by Virginia banks on the most efficient methods and 


forms, as a means of reducing operating costs. 


Many 


other states have shown an interest in this project 


business is aware of the great diversity 
in size and design that we find in pass 
books, deposit tickets, statements, 
ledger sheets, checks, and other forms. 
Standardization of these forms alone, 
according to reliable stationers, would 
produce a savings of almost unbe- 
lievable proportions. 

We sincerely believe that a step in 
the direction of greater operating 
efficiency and economy has been taken 
in the manual of standard forms and 
systems which our committee pre- 
pared*, and which was recently dis- 


*Copies of the manual may be procured by sending a 
check for $5.00 to L. W. Bishop, addressing it in care of 
State-Planters Bank and Trust Co. 
















STANDARD FORMS AND SYSTEMS 


AS SUGGESTED BY 


VIRGINIA BANKERS ASSOCIATION 











tributed to members of the Virginia 
Bankers Association. This manual, 
designed particularly to enhance serv- 
ice and to reduce operating costs, has 
already aroused so much _ interest 
throughout the country that we have 
been prompted to assay an explanation 
of its preparation, its purpose, and its 
contents. 

Last year, when our committee was 
appointed by Clarence L. Robey, who 
was then President of the Virginia 
Bankers Association, it was not incum- 
bent upon us to put out a manual and 
we had no intention of taking upon 
ourselves such a truly monumental 
task. Our initial purpose was merely 
to study and recommend banking pro- 
cedures and forms. It was later de- 
cided however, that the best way to 
get the committee’s recommendations 
into the hands of member banks was 
through the medium of a manual in 
loose-leaf form. 

The result was a comprehensive 182- 
page handbook of selected forms and 
methods, divided into 14 sections rep- 
resenting the various banking depart- 
ments. To the best of the committee’s 
knowledge this manual represents the 
first attempt by any state association 
to deal with the subject of standard 
forms and systems in precisely this 
manner, although many ideas em- 
bodied in the manual coincide with 


The manual is addressed primarily 
to medium-sized commercial banks 
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Being in loose-leaf form, the manual can easily be kept up-to-date by revision 


those recommended by the American 
Bankers Association. The manual is 
addressed particularly to banks with 
resources of $5,000,000 and less, since 
this group comprises 303 out of the 318 
banks in the state, but its basic 
principles and many forms are ap- 
plicable to larger banks. 

The 14 sections into which the 
manual has been divided are: General 
Ledger, Checking Account Forms, 
Paying and Receiving Tellers, Proof 
and Transit, Bookkeeping Depart- 
ment, Analysis and Service Charges, 
Savings, Loans and Discounts, Cred- 
its, Investments, Safe Deposit Boxes, 
Collections, Filing, and Auditing. 

In each of these departments or sec- 
tions the manual describes the func- 
tions of the department under discus- 
sion, outlines suggested methods of 
procedure, and illustrates necessary 
forms. 

Probably one of the most interesting 
sections to bank operating men will be 
that pertaining to the Bookkeeping 
Department. Here we have discussed 
the advantages and disadvantages of 
different posting methods. Under each 
system we have covered the posting 
and proving steps required, the types 
of bookkeeping machines, ledgers, and 


ledger and statement sheets used. 
Illustrations show both dual and single 
posting proofs and forms. 

A section of wide general interest is 
that on analysis, which is designed to 
encourage the adoption of adequate 
service charges that can be successfully 
merchandised and realistically applied. 
To this end, the manual evaluates the 
various methods of analysis now in gen- 
eral use, describes the mechanics of 
accumulating information and calcu- 
lating charges, and outlines a suggested 
cost analysis for a hypothetical medi- 
um-sized commercial bank. 


i1E methods discussed are Measured 

Service, Detailed Analysis, and Pay- 
As-You-Go. They are scrutinized as to 
their ability to meet the twin objectives 
of being acceptable to customers, and 
of conforming to the manner in which 
the costs are incurred. A ‘“‘one-way”’ 
method with Maintenance Charge is 
recommended as that which should 
meet these twin objectives. This 
method is also recommended by the 
American Bankers Association and the 
New York State Bankers Association. 

The first section of the manual, on 
General Ledger, outlines general ledger 
posting, giving the source of entries, 


method of proof and posting procedure. 
There is also a chart of general ledger 
accounts with subsidiary income and 
expense accounts. 

This is followed by a section consist- 
ing largely of illustrations of recom- 
mended checking account forms, such 
as customers’ checks, signature cards, 
bank drafts, overdraft notice, etc. 

Today, perhaps more than ever be- 
fore, special emphasis is placed upon 
service to a bank’s customers. In order 
to render maximum service it is obvi- 
ously necessary to simplify a teller’s 
routine as much as possible, so that his 
attention may be focused upon the 
customer and transaction at hand, 
rather than upon inside routine such 
as proving deposit tickets, etc. In the 
discussion of Paying and Receiving 
Tellers, the manual explains that the 
duties of a Paying and Receiving Teller 
are confined almost entirely to account- 
ing for Cash (a) received on deposits, 
and (b) paid out for checks cashed. 
His duties with respect to checks de- 
posited and deposit tickets amount to 
little more than to receive and pass 
them on to the Proof Department 
for verification and distribution. 
Each step in performing a teller’s 
duty is outlined, along with the 
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preparation of the teller’s settlement 
at the end of the day. 

The Loan and Discount section in- 
corporates the use of a three-part form 
consisting of maturity tickler, note 
notice and note register (which latter 
form serves also as a record to be sub- 
mitted to the Board of Directors for 
approval of loans). Each step in the 
preparation of a settlement at the end 
of the day is described. 

Considerable attention is directed to 
Credit Department functions, for it is 
pointed out that “As a statistical, 
analytical, and fact-gathering agency, 
supplementing and facilitating the 
work of lending officers, the Credit De- 
partment should be of inestimable 
value in a financial institution of any 
size.”” The fact that in smaller institu- 
tions the lending officers may absorb 
all or part of the functions of this de- 
partment does not, it is asserted, inval- 
idate the principles of procedure which 
are outlined. In discussing the work 
and objectives of the Credit Depart- 
ment we have reviewed the various 
sources of credit information, and com- 
mented upon proper steps in the analy- 
sis of financial statements, main- 
tenance of credit files, and follow-up 
and review of the loan portfolio. 

Recognition is also given to the im- 
portance of the Auditing Department. 
While it is acknowledged that, in the 
great majority of banks, the volume of 
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work does not justify an official ‘‘audi- 
tor’? as such, nevertheless it is held 
that auditing functions can and should 
be performed in every bank, irrespec- 
tive of size. The view is taken that the 
auditing of the various phases of the 
bank’s operations can be handled by 
allocation among the personnel. It is 
further suggested that an auditing 
schedule be set up, noting the fre- 
quency with which each phase of oper- 
ations is to be audited, and the person 
charged with the responsibility there- 
for. 

The discussion on _ Investments 
centers largely on the record-keeping 
phase of the subject, although recog- 
nition is given to the importance of a 
clear, pre-determined policy based on 
the needs of the individual bank, and 
the need for a periodic review of all 
securities purchased. 

Doubtless all member banks of the 
association having safe deposit boxes 
will be interested in the ten simple but 
important rules we have listed for the 
proper managementofthis department. 
They cover such phases as contracts, 
care in identification of patrons, han- 
dling of keys, proper routine for 
admittance, etc. 

Under the head of Collections we 
have outlined a procedure featuring 
the use of a four-part form, which may 
be used for both in-town and out-of- 
town collections. 


It should be emphasized that the 
forms and practices recommended in 
the manual are not of theoretical na- 
ture, for they have been tried out in 
many banks. However, the committee 
would be the last to claim that this is a 
perfect piece of work—that it repre- 
sents the last word. As previously 
mentioned, the manual is in loose-lea! 
form, and revisions are contemplated. 
A job like this is a continuous one, and 
better procedures and better forms will 
find their way into the manual after 
they have met the testing process by 
banks throughout the state. 


N its letter submitting the manual! 
to Virginia banks, the committee 
states: “Inasmuch as this represents a 
first attempt, the committee recognizes 
that improvements will be made in the 
suggested procedures and forms as 
their actual use in operations of banks 
dictates. The Committee therefore 
not only invites but strongly urges 
member banks of the Virignia Bankers 
Association to forward suggestions for 
revisions in the manual to its chairman 
for consideration by the committee. 
This is the only way in which the 
manual can be made to keep pace with 
the ever-changing conditions and needs 
of the banks.”’ Suggested revisions will 
be grouped by sections, and new sec- 
tions sent to those holding the manual 
See COMPILING A MANUAL—Page 34 


Pages from manual showing outline method of handling reading matter, and typical layout of forms 






















































































COLL. 1 
1 (Four part Forn) 
T a Bank enrep emeee 
Banavicee, ViRGiIA (PSS Se 
cm cection SSS 
oO iaiaiaciieaiiiaaiati ADvisE BY OUR NUMBER 
4 ) rs es covues wo wee | —- |  o ay 
PAYING AND RECEIVING TELLERS 4 fe | 
To 
The primary functione of a Paying and Receiving Teller embrace. | FUNCTIONS > 
(Ticket No. 1) 
1. Receiving Deposits Printed in 
* Black Ink 
2. Cashing Checks 
3 Custody of Cash 
THE B Bank 
oO u Glawavicre. ViRGiNia eatnenes cost 
Inder the system outlined herein, the duties of « Paying and 
Receiving Telier are confined almost entirely to accounting for —— 
oash (a) received on deposits, and (b) paid out for checks oe ne mone | Sr a Nd 
cashed His duties with respect to checks deposited amount to | | | | 
little more than to receive and ss them on to the Proof and ; 
Transit Department for verification and distribution. on 
DEPOSITS CONTAINING CASH ONLY RECEIVING (Ticket No. 2) Printed in 
DEPOSITS a Black Ink 
1. Examine and count cash while the customer is at PERMANENT RECORD 
the window 
2. Enter amount of deposit in the depositor's pess- THE BLANK BANK Se Aleedgthetieeighteedaitliond 
book or authenticate a duplicate deposit ticket. ated RS = oe 
COLLECTION bad wns ee ee —- 
3. Make out Cash Ticket (PR 1) for the amount of ————— | oe eS ae -- 
currency and/or coin composing the deposit. jo o| = ## me Ff | —sssss oe wreuee t 
4. Place Teller stamp on face of deposit ticket. vor 
5. Place deposit ticket end Teller's Cash Ticket 
(PR ib) in @ receptacle, pending pick-up by the (Ticket No. 3) Printed in 
oO Proof and Transit Department. oO Blue Ink 
ADVICE TO¢ 
DEPOSITS CONTAINING CASH AND CHECKS 
. THE BLANK BANK 
1. Examine and count cash. BLANKVILLE, VIRGINIA 
2 cOoUECrON 
2. Make out Cash Ticket (PR 1) for the amount of = 
currency and/or coin in the deposit ae | wecnee | eacase oo woase — -— . som —— 
] 
3 Look at first and last check in the deposit to rover 
see if properly endorsed. 
© 4. See that checks » described oO 
ks are described on deposit ticket. TY (Ticket No. 4) Printed in 
5. Bnter amount of deposit in the depositor’s pass- ors 
badk or authenticate a duplicate deposit ticket CREDIT ¢ 
ACTUAL SIZE OF EACH TICKET 3 11/16"xX 6 1/2" 
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The CLEARING HOUSE of PICTURES 





H. W. KOENEKE ... A strong advocate of the dual system of banking, 
Mr. Koeneke was elected second vice-president of the American Bankers Associ- 
ation at the annual convention in Seattle. He thus is in line for the presidency in 
1941. Mr. Koeneke is president of the Security Bank of Ponca City, Oklahoma, 
and was president of the A. B. A. state bank division in 1938-1939. From 1929- 
1935 he was Bank Commissioner of the State of Kansas. 


B. MURRAY PEYTON ... President of the Minnesota National Bank of 
Duluth, Mr. Peyton was elected treasurer of the A. B. A. by the Executive Council 
for a two-year term beginning December 1. He is also chairman of the board 
of the Superior State Bank, Superior, Wisconsin, and 
a director of the Pioneer National Bank, Duluth, 
Minnesota. 


MELVIN ROUFF ... Mr. Rouff, senior vice- 
president of the Houston National Bank, Houston, 
Texas, is the new president of the national bank 
division of the A. B. A. Andrew Priee, president of 
The National Bank of Commerce of Seattle, is vice- 
president. 


WILLIAM S. ELLIOTT... Mr. Elliott, presi- 
dent of the Bank of Canton, Georgia, has been advanced 
to the presidency of the A.B. A.’s state bank division. 
Harry A. Bryant, president of the Parsons Commer- 
cial Bank, Parsons, Kansas, is the new vice-president. 


C. C. WATTAM .. . Heading the state sec- 
retary’s division of the A. B. A. this year will be 
; es C. C. Wattam, of North Dakota,  L. F. Scarboro, 
‘ | Colorado, was named first vice-president, and Armitt 
' i. Sneiiet ound Coate, New Jersey secretary, was elected second 
= vice-president. 


%, 3 
GEORGE GILMAN ... Mr. Gilman, presi- 
dent of the Malden Savings Bank, Malden, Mass., 
was elected president of the A. B. A. savings division. 
Roy R. Marquardt, assistant vice-president of the 
First National Bank of Chicago, was named vice- 
president. 


ROLAND E. CLARK ... The new president of 
the trust division of the A. B. A., Mr.-Clark, is vice- 
president in charge of the trust department of the 
National Bank of Commerce in Portland, Maine. 
Carl W. Fenninger, vice-president of the Provident 
Trust Company, Philadelphia, Pa., was elected vice- 
president of the division. 
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FTER years of experience with 
A the Christmas Savings Club, we 
regard it as a tradition to be 
maintained and fostered. It has 
definitely proved its value in stimu- 
lating bank traffic and produc! ing new 
savings accounts and new business 
for other departments. Above all, 
it has created an inestimable amount 
of friendship for our institution. 

Ordinarily our Christmas Club has 
functioned with no serious interruption 
of normal bank routine with the 
exception, of course, at the close of the 
period, of the last week in November, 
when the fund is distributed and the 
checks are written. We like to mail 
the checks December first and with 
time out for Thanksgiving it was 
always a problem requiring overtime 
and extra help. When reviewing the 
Christmas Club activity early in 1938 
we began to search for ways and means 
to streamline our procedure in writing 
and recording the checks. 

The subject was of special concern 
to the manager of our Savings Depart- 
ment who also handles the Christmas 
Club. He gave considerable thought 
to the problem and finally saw a pos- 
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haster Handling of 


(CHRISTMAS CHECKS 


By 
C. R. SUTHERLAND 


Publicity Director, Third National Bonk & Trust Co., Dayton, Ohio 


This bank has streamlined its procedure in writing 


and recording Christmas Club checks, which are now 


designed in continuous form with carbon duplicates. 


The result has been a 65% reduction in the time and 


labor involved, and elimination of a check register 


sible solution in the idea of using 
continuous printed checks. For several 
years we have used continuous forms 
for a number of typed records, such as 
note and collection notices. These 
forms have effected a great saving of 
time and effort and have insured a 
better quality of work. We therefore 
investigated the idea as applied to 
Christmas Club checks. 


We consulted with a manufacturer 


of continuous forms and learned that 


continuous checks were in common use 
by many companies for pay roll and 
remittance purposes. With the method 
already worked out and its advantages 
demonstrated, the problem of applying 
it to our Christmas Club disburse- 
ments was merely a question of 
adaptation. 

Between the manager of our Savings 
Department and the representative of 
the form manufacturer, an unusually 
distinctive Christmas Club check was 


Automatic line finding is one of the features of these continuous form checks 
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The new method eliminates a number of motions involved in writing loose checks 


designed to be produced in continuous 
form with continuous blank form dupli- 
cates and pre-inserted interleaved car- 
bon. 

The system was installed and used 
for payment of our 1938 Christmas 
Club accounts. Results were even 
more satisfactory than anticipated. 
In the operation of typing the checks 
alone, a time saving of at least 25 per 
cent was realized. The new method 
completely eliminates a number of 
motions involved in writing loose 
checks — picking up, inserting in the 
typewriter, finding writing lines by 
means of the platen variable and 
removing the written checks from the 
machine, one by one. Our continuous 
checks are designed for positive form 


feed. Laine finding is automatic with- 
out using the variable line spacer. 


Typing proceeds from one check to 
another with no time outs. Operators 
develop a smooth, typing rhythm. 
Fatigue is lessened and accuracy is 
improved. 

Formerly our Christmas Club checks 
were recorded in a check register. 
This meant transcribing data from the 
ledger, a laborious process entailing 
the 


hazard of error. Payment of 
checks was indicated by a “paid” 
stamp. When a total of outstanding 


checks or a balance was wanted, the 
register had to be carefully examined 
page by page to segregate the paid and 
unpaid items. 

Now the check register is superseded 
bv a file of the duplicate copies which 
were made at one operation as the 





Paid checks and duplicates are filed numerically in separate files, and later 
reconciled, making a check register unnecessary 


checks are typed. These duplicates 
are filed numerically. When the checks 
are paid, they also are filed numeri- 
cally. When the account is to be 
reconciled it is only necessary to check 
the paid file against the duplicates by 
number and pull the duplicates repre- 
senting unpaid checks. As the late 
checks are paid the corresponding 
duplicates are pulled from the unpaid 
file and both the checks and duplicates 
are placed in the paid file. Thus, at 


any time, the duplicates of outstand- 
ing checks can be quickly totaled and 
the balances reconciled. 

Adding the time savings in account- 
ing to the time savings in typing, we 
have made a reduction of approxi- 
mately 65 per cent in the time and 
labor of handling Christmas Club 
checks. Even if continuous checks and 
duplicates had cost us considerably 
more, the additional investment would 

See CHRISTMAS CHECKS—Page 35 
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Lhe Ultra-Modern in 


EUROPEAN Banks 


These views, taken some months ago, show how far European banks 


have gone in streamlining and modernizing their banking quarters 


ITH attention centered on the 
European war, it is timely and 


interesting to survey a group 
of photographs taken some months 
ago showing what that continent has 
accomplished in the way of bank de- 
sign. Despite the concussion of armed 
conflict, financial transactions still go 
on in Europe, and go on in many banks 
that are ultra-modern in architecture 
and interior furnishings. 

The group of photos shows mainly 
that streamlined designs are not con- 
fined to any one section of the world, 
but are being adapted everywhere to 
banking needs. The modern style is as 
much in vogue in banking as in retail 
merchandising. 

To that end, European banks are 
using such attention-compelling build- 
ing materials as stainless and chro- 
mium metals, glass bricks, extra-large 








windows, etc. Banking rooms are 
being designed to give an impression of 
spaciousness, through eliminating 
metal cages and substituting large ex- 
panses of counter, or at most low glass 
partitions. Also being utilized are 
attractively grained woods, indirect 
lighting, and modernistic furniture. 
Contrasting gay colors play a leading 
part in the interior furnishings, and in 
some cases they are embodied in ma- 
terials used for the exterior trim. Yet 
utility and customer comfort, with 
emphasis on functional rather than 
merely decorative design, is receiving 
primary attention. 


[X a number of cases, location of the 

bank has guided the choice of a 
modernistic structure. A streamlined 
building on a prominent street corner 
attracts greater notice, leaves an in- 








delible identification in the minds o! 
thousands who pass that corner daily, 
and so acts as a striking advertisement 
for the bank. 

The modern nationalistic trend is 
also seen in many of these modern 
bank structures, which have largely 
been built from materials that are 


products of the country. Some banks , 


stress the fact that nearly one hundred 
per cent of the materials which went 
into the construction of the premises 
were from native sources. With the 
exception of some exotic woods and 
some specially colored marbles, few 
materials in these bank structures have 
been imported. 

Modern head-office buildings in 
Europe and other parts of the world 
include staff lunch rooms, gymnasiums 
and lounge rooms, in keeping with the 
trend for better employee relations. 


DENMARK .. . 4 Copenhagen's busiest corner is this Raadhus- 

pladsen branch of the Privatbanken, with its 
streamlined glass entrance and night depository in the shape of a ship's 
ventilator. The extremely modern banking room uses indirect lighting, 
glass-lettered signs, chromium, and fine-grained wood to advantage 
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SWEDEN... Modern bank architecture in the small north Swedish town of Skelleftea, where the Sundsvalls 
| Enskilda Bank maintains a branch. The bank occupies the corner location on the street floor 
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WARSAW. .., Zhese are views of the board room and adjoining entrance hall of the Gospodarstwa Krajowego 

Bank. Note such features as trough lighting, mirror wall, and modernistic furniture 

JS- 
its 5 ENGLAND... /he extra height of this National Provincial Bank Ltd. 
p's branch at Osterley catches the attention of passing 
19, traffic. It also permits unusually large windows for extra light 
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ADIAN BANKING 








By JAMES MONTAGNES 


Canadian Banks Enlisted 
In War Program 


With the entrance of Canada into 
the war against Germany, Canada’s 
banks quickly set into motion ma- 
chinery which would take care of vital 
adjustments to the Dominion’s do- 
mestic and export business. Canadian 
banks, along with a number of post 
offices, became the Dominion’s only 
domestic dealers in foreign exchange, 
while the government-controlled Bank 
of Canada now alone controls transac- 
tions in foreign exchange outside 
Canada. Banks prepared to increase 
staffs to replace those men and women 
enlisting in the fighting forces, and to 
accommodate the increasing clerical 
work entailed by the government’s 
financial regulations and expansion of 
war industries. 

Canadian banks were not altogether 
unprepared for the rigid foreign ex- 
change, import and export restrictions 
which were clamped down by the 
newly formed Foreign Exchange Con- 
trol Board within a few days after 
Canada’s declaration of war. It is 
understood these regulations were in 
the making during the past twelve 
months. The regulations were worked 
out in the smallest detail, always in the 
hope that they would not have to be 
used, but in keeping with similar moves 
in the United Kingdom, Australia, 


France and other European countries. 
The Canadian government decided 







GRAHAM F. 





TOWERS, Chairman 





Foreign Exchange Control Board 
IMPORTANT NOTICE 





1. Foreign Exchange Control Board has been 
. Ae by Order in Council under the War 
Measures Act for the purpose of regulating and 
controlling transactions in foreign exchange and 














foreign trade. 


2. Under the Order any resident of Canada 

having in his possession, ownership or control 
(a! foreign commana, in any form, having a total value of 
more than $1,000 o: 
b ineenn aimee Ree secures 268 sae~ 
able ouinabwety in oe dollars, or shares in a Company 
whose head — outside Canada, having « > oneal value 
of more than $ 

must declare om to the Board forthwith. Forms 

for this oe can be obtained from any char- 

tered bank 


3. Semmmentbete in foreign lo and = 
export from and import into Canad 

and other property (e.g. currency, pn ng 
foreign exchange, etc.) whether by mail or other- 
wise, and the transfer of Canadian dollars to 
non-residents, require a licence or permit granted 
by or under the authority of the Board. 

4. Heavy penalties are provided for non- 
compliance with the provisions of the Order. 

S. Further particulars may be obtained aes 
any chartered bank, or enquiries may be direc- 
ted to the Board at Ottawa. 


By order, 
Foreign Exchange Control Board 








This notice is prominently displayed 
in every Canadian bank branch 


that a policy of foreign exchange con- 
trol is indispensable to the successful 
organization of Canada’s national war 
effort. The object of the export control 
is to conserve vital supplies for the use 
of Canada and her Allies and to pre- 
vent Canadian exports reaching the 
enemy, either directly or indirectly. A 
list of firms with which Canadian firms 
may not deal has been issued. The 
main object of the import control is 


Three members of new Foreign Exchange Control Board, formed after Canada’s war declaration 


DONALD GORDON, Alternate Chairman 








that the foreign exchange require- 
ments of importers be of a normal 
character. In order to facilitate the 
program of regulating exchange, the 
government has put into effect certain 
provisions of the 1935 Exchange Fund 
Act for the revaluation of gold, which 
will enable the Foreign Exchange Con- 
trol Board to maintain more stable 
exchange rates. 

The rigid foreign exchange, import 
and export regulations were announced 
on September 16. So well had the bank 
organization been geared to some such 
rapid move on the government’s part 
that within practically 48 hours all 
3,000 branches of Canada’s ten char- 
tered banks had been sent the numerous 
detailed instructions issued by the 
Foreign Exchange Control Board at 
Ottawa to the head offices of the banks 
in Montreal and Toronto. 

Summarized, all foreign exchange 
transactions must now be made 
through the banks and a limited num- 
ber of main post-offices. The daily 
rate for foreign exchange is set by the 
Bank of Canada. Special forms must 
be filled in for each foreign exchange 
transaction over a minimum amount 
of $100 per month, thus encompassing 
practically all commercial foreign ex- 
change needs except the smallest. All 
foreign security holdings over $1,000 
held by Canadians are required to be 
listed. Trading in foreign securities — 


See CANADIAN BANKING—Page 36 
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OURT DECISIONS... 


Hazard of taking a note after maturity ... Effect of applicant’s knowledge 


of dishonesty on blanket bond... Responsibility of the directors for bank 


losses .. . Availability to governmental agencies of bank examiners’ reports 


Settlement on Note 


The holder of a note which had been 
negotiated to him by the payee sued 
the maker. At suit it developed that 
the note had been given for the pur- 
chase money in a sale from the payee 
to the maker. Because of a breach of 
warranty arising out of the sale the 
payee had agreed to allow the maker 
certain credits whereby the balance on 
the note was reduced to two hundred 
dollars. 

The maker proved, too, that the 
holder who was suing on the note 
acquired the instrument after maturity 
and with full knowledge of the settle- 
ment agreement for credits on the note. 

Under these circumstances the Texas 
Court of Civil Appeals ruled that the 
holder could not recover the full 
amount of the note, but only the two 
hundred dollars. 

“We note,” said the court, “that 
the plaintiff bought the note after ma- 
turity and with knowledge of the 
settlement for credit on the note. The 
trial court gave him judgment for the 
two hundred dollars and the interest. 
The judgment is affirmed.” 

A reminder of the hazards of taking 
a note after maturity and with knowl- 
edge of any “infirmity” in the instru- 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


ment! (Applewhite vs. Sessions, 131 
Southwestern Reporter, second series, 
301.) 
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Bank ‘‘Knows’’ Dishonesty 


The very dishonesty of a bank’s 
officer or employee may prevent a bank 
from collecting on a fidelity bond in- 
tended to protect the bank from that 
dishonesty. That’s the way it worked 
out in a recent Federal decision. 

There the board of directors of a 
national bank authorized the cashier 
to apply for and purchase a banker’s 
blanket bond on behalf of the bank. In 
the application the cashier certified 
that, during the preceding five years, 
the bank had suffered no losses through 
the dishonesty of officers or employees. 
Actually, the bank had lost a large sum 
during that period through the cash- 





ier’s own dishonesty, though that fact 
was not yet known to anyone but him- 
self. More than a year after the bond 
was issued the bank discovered the 
losses it had sustained through the dis- 
honest cashier and filed its claim for 
indemnity with the bonding company. 
The bonding company refused pay- 
ment on the ground that it had been 
induced to issue the bond through 
fraud, namely, the statement in the 
application that no losses had occurred 
within the preceding five years. 

In its suit against the bonding com- 
pany the bank contended there had 
been no fraud in the application be- 
cause at the time the bank had no 
knowledge of the losses or the dis- 
honesty of the cashier. Deciding 
against the bank, the Federal court 
said: 

“The bank, as a corporate entity, 
can have no knowledge other than that 
of its individual directors and execu- 
tive officers. The cashier must have 
known when he signed the application 
for the bond that the bank had sus- 
tained a loss because of his own dis- 
honesty. When the cashier made the 
application he was acting not for him- 
self and adversely to the interest of the 
See COURT DECISIONS—Page 41 
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Western America’s largest, 
finest hotel welcomes you 
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of affairs . . . where there 
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‘The BOOKLET COUNTER 

















Booklets listed below are offered without charge or obliga- 


tion to bank officers and other executives. 
your bank or 


requests, on 


Address your 


company’s letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


WHAT DOES THE HUMAN VOICE 
LOOK LIKE? .. . Sound waves are repro- 
duced in this unusual booklet to show how 
easily the spoken word can be misunderstood, 
thereby changing completely the meaning of 
a sentence. The purpose of the booklet is to 
reveal how costly errors resulting from oral 
communications can be avoided, through 
equipment which transmits written messages 
instantaneously to any connected point. 


BUSINESS FORMS .. . Here’s a fine op- 
portunity to check your own forms against 
the many excellent suggestions for improving 
form design incorporated in this 8-page folder. 
Illustrated are numerous sample forms which 
embody these recommendations, and a chart 
of 25 questions to facilitate a check-up of the 
bank’s present records. 


MINIMIZING TAXES ... Sample of a 
quarterly letter on taxation of income and 
estates, which presents in non-technical 
language tax changes and important court 
decisions that may affect the will, trusts or 
life insurance of the individual. This service 
is offered to one bank or trust company in a 
city, for exclusive distribution to customers 
or prospects. 


MORTGAGE LOAN ADVERTISING ... 
This booklet reproduces 25 newspaper ad- 
vertisements which were most effective in 
promoting mortgage loan business for The 
Dime Savings Bank of Brooklyn, N. Y. 
Especially noteworthy is the clarity with 
which the amortized plan, as contrasted with 
the old-style mortgage, is described. 


INSURANCE PREMIUM FINANCING 
BY BANKS .. . Description of a plan for 
financing insurance premiums through in- 
stallment loans, which has been adopted by 
many banks. All fire and casualty companies 
have approved this arrangement whereby 
banks are enabled to extend credit at favor- 
able interest rates with virtually no risk. The 
booklet includes forms, rate charts, and other 
essential information. 16 pages. 


Booklets Still Available 


INCREASING PROFITS FROM PER- 
SONAL LOANS... . A 12-page booklet by 
the pioneer and largest underwriter of per- 
sonal loan insurance, summarizing 22 years 
of experience in this field. It describes a 
method and approach now being used success- 
fully to get and keep personal loan customers, 
and includes an explanation of how to obtain 
the best results from protecting loans with 
insurance on borrowers’ lives. 


AN INTRODUCTION TO THE BUSI- 
NESS OF MANAGEMENT .. . A series of 
24 editorials by Joseph M. Dodge, president 
of The Detroit Bank, in which he outlines 
his thoughts on the personal qualities, train- 
ing, etc., which go to make up a successful 
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DETROIT, MICHIGAN 


executive. His clear-cut ideas on the subject 
should be extremely helpful. 


LIGHTING FOR SEEING IN THE 
OFFICE ...A very complete 35-page book- 
let on a subject that has a direct bearing on 
operating efficiency, particularly in banks. 
Includes a chart of recommended illumination 
standards for various office tasks, discusses 
types of direct and indirect lighting equip- 
ment, and gives practical instructions for 
improving existing lighting systems. 


FEDERAL CREDIT UNIONS... . This is 
said to be the first factual presentation show- 
ing the rapid growth of the Federal Credit 
Union System since it was established five 
years ago. 


COLLATERAL FOR RENT .. .Description 
of a plan (available only to banks) whereby 
a personal loan applicant, unable to provide 
security acceptable to banks, can rent this 
security in the form of a surety bond at an 
average monthly rate of 27 7-10 cents per 
hundred dollars borrowed for eighteen months. 


LIGHT THE WAY TO EFFICIENT 
OPERATIONS ... This 14-page booklet 
contains photographs of attractive and digni- 
fied illuminated glass signs used by financial 
institutions to make it easier for customers to 
do business with them. It pictures their use 
in attracting attention to bank windows and 
in guiding the public to proper departments. 
It also illustrates changeable glass signs used 
by hundreds of banks for the cultivation of 
new business. 


TALKS ABOUT CHECKING ACCOUNTS 

. A series of 12 enlightening discussions on 
bank checking service, particularly in regard 
to the smaller account .. . its profitability 
and customer relations value, potential 
market, how it should be priced, how it can 
be sold, and similar pertinent observations. 


6 COMMON LEAKS IN OFFICE OVER- 
HEAD .. .. This interesting booklet points 
out how $10,000,000 annually is lost unneces- 
sarily as the result of old-fashioned methods 
of office operation. A typical case discloses 
an unsuspected loss of $140 out of a $760 
monthly mailing bill. The booklet cites 
definite means by which such losses may be 
eliminated. 


MODERN CHECK DESIGNS... . Banks 
are becoming more and more conscious of 
the important part their checks may play in 
a public relations program, and as an adver- 
tising medium. A folder containing an 
assortment of up-to-date designs will be sent 
to bankers who are interested in improving 
their checks. 


SURVEY OF THE BOND MARKET... 
An eight-page brochure in which factors 
affecting the market are analyzed. Charts 
and supplementary data provide graphic 
pictures of the movement of the market as a 
whole and for railroad, utility and industrial 
bonds specificallv. Issues are analyzed with 
definite buy, hold or sell advice. 
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ACCURACY... 
SPEED .... 
URABILITY 


are exemplified in BRANDT made coin handling 
machines for banks. These machines consist of: 


MODEL 100 BRANDT 
AUTOMATIC CASH- 
IER—Pays any 
amount from lic to 
99c by pressing a 
single key. Coins de- 
livered to teller to 
Pass to customers. 


MODEL 200 BRANDT AUTOMATIC CASHIER 
—Pays any amount in coins from 1c to 99c by 


37 vw 


1 . COUNTER— 
consequent loss of time. » on ge pot 
- coins by denom- 
S inations eight 
n Speed times as fast as 
. , : : by hand. 
. assures doing the required work quickly, orderly 
r and inexpensively. 
t 
l= s 2 
; Durability 
Oo 
e means dependable, trouble-free service for a HAND OPER- 
“ long period. ATED COUNTER 
. AND PACKAGER 
of —Counts coins 
To prove their worth, BRANDT machines may be oe egg 8 
Ss put to work on the daily coin handling tasks of your packaging. 
a bank on a trial basis without cost or obligation. 
y 
al Use the coupon below to obtain further information 
in ? 
S. or to arrange for a trial. 
R- Se ee@eeeenmeeeeege@puinmeeBegegeeaeaseagseaeaneae & 
ts 
rf BRANDT AUTOMATIC CASHIER CO. ie 
- Dept. B 11, WATERTOWN, WIS. ae 
tf 
“a We should like to ag 
([] have further information Fs 
- () arrange for free trial 4 ? 
ing covering the following BRANDT ‘ta 
an equipment : : 
nt : ae 
“ (_] Automatic Cashiers (_] Coin Counters and Packagers s 
(_] Coin Sorter and Counter [_] Coin Storage Trays uN 
b DT Coin W BRANDT ELECTRIC COUNTER AND PACK- 
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Coin Paying Machines 
(Brandt Automatic Cashiers) 


Coin Sorters and Counters 


Coin Counters and Packagers 


Accuracy 


of BRANDT equipment means the elimina- 
tion of annoying and costly errors with their 
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pressing one key. 
Coins delivered 
directly to cus- 
tomers or to tel- 
ler to pass to 
customers. 
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(CONTINUED FROM PAGE 11) 

him service which is prompt, cheerful, 
based on the merits of his paper rather 
than on rules and regulations, inclined 
always to help him find a way to 
amend the terms to make an applica- 
lion satisfactory instead of saying a 
facile “No.” The Main Street mer- 
chant who wants to borrow money to 
stock his store for Christmas can 
usually wait without serious incon- 
venience until tomorrow or next 
Wednesday, when the discount com- 
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AUTOMOBILE FINANCING 


mittee meets and passes upon his 
proffered note. But the Chevrolet 
dealer out on the West Side has to 
have an answer in ten minutes while 
he keeps his customer occupied with 
talk about streamlining and lubrica- 
tion; otherwise the customer may stalk 
out and buy a Ford from the dealer 
across the street, or get his Chevrolet 
from the dealer near his place of 
employment. 

Moreover, you must give your man 
sound and adequate dealer reserves 





Measurin g 


a Bank’s Usefulness 
in Lerms of tts Growth 


The usefulness of a bank is best illustrated 
by the extent to which it is used. It is signifi- 
cant that the deposits of this bank have trebled 
during the past six years, and that a substan- 
tial increase in capital funds has accompanied 


this growth. Note the following tabulation: 


JUNE 30, 1933 


CAPITAL FUNDS . . * 3,000,000 


53,142,388 
TOTAL ASSETS . . . 59,324,943 


DEPOSITS ..... 


JUNE 30, 1939 


$13,942,100 
164,289,012 
183,495,547 


As of June 30,1939 demand deposits represented 


79% of the above total. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 
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Member Federal Deposit Insurance Corporation 
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If the dealer assumes a contingent 
liability by selling his paper with 
recourse or with an agreement to 
repurchase a repossessed car to satisfy 
the unpaid balance, he is entitled to a 
reserve proportionate to this con- 
tingent liability. It is significant of 
its importance that, in a recent year 
in one state for which statistics were 
compiled, the net profit of automobile 
dealers was proved to consist solely of 
the refunds of dealer reserves; in 
other words, what the dealer loses by 
over-allowances on trade-ins, he has 
to make up from, and rely also for his 
profit on his refunds received from 
the institution that buys his install- 
ment paper. Unsound merchandising, 
perhaps, but it’s so. 


HUS far we have been discussing 

only the retail financing, that portion 
consisting of the transaction by which 
the bank converts into cash for the 
dealer the obligation that the dealer 
receives from the car buyer. But the 
banker who halts there will get mighty 
little attractive business from the 
dealers. Remember, please, that even 
the good dealer, competent and of 
irreproachable character, is under- 
financed for the needs of his business. 
And his business is highly seasonal, 
therefore requires at some periods far 
more money than he can hope to pro- 
vide from his own resources. 

To get the desirable and profitable 
consumer paper from the dealer, the 


‘institution must offer him adequate 


credit for his other needs. Established 
finance companies who long ago learned 
this lesson describe this part of their 
business as wholesale credit, in con- 
trast to the credit arising out of retail 
sales of cars. Frankly, the banker has 
to use a more elastic yardstick in 
measuring an automobile dealer for 
wholesale credit than he would be 
justified in using if the dealer were 
not the source of attractive retail 
credit. Let’s look briefly at his other 
needs. 

1. Credit for buying or stocking 
new cars. 

2. Credit for buying or stocking 
used cars. 

3. Credit for buying demonstrators, 
which he may retain as his own or sell 
to his salesmen —who rate little credit 
of their own, in too many instances. 

4. Short-term unsecured credit. 

5. Capital credit. 

Of these, new car credit is com- 
paratively simple. The banker can 
safeguard himself with trust receipts 
or other instruments that may apply 
under the laws of his state. But the 
banker must know what credit the 
dealer really needs, since it is axio- 
matic that more dealers have been 
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put out of business by getting over- 
liberal credit than by being under- 
financed. 

Used car credit is comparatively 
simple, but usually it is dangerous, too 
hot for the lender to handle. How- 
ever, exceptional circumstances arise. 
For example, in the spring of 1938 
used cars received in trade on new 
cars would not move off the dealer’s 
used car lot readily. Many a dealer 
who went out of business because he 
got over-extended in used cars need 
not have been lost from the business. 
A large share of those who survived 
came through because a banker or a 
finance company said, in effect, “Of 
course those used cars are a dead asset 
right now, but the time will come when 
they can be sold, and so we’ll take a 
chance and let the dealer have some 
money on them, rather than let him 
fail.” 

The need for demonstrators comes 
once a year, as a last straw piled upon 
the shoulders of a dealer already over- 
burdened by the need to bring in a 
whole showroom full of new models 
without a moment’s delay. If he has 
a dozen salesmen, this represents an 
outlay of anywhere from $8,000 to 
$15,000, depending on the price class 
of his line. In the course of time the 
demonstrators can be sold off, if the 
salesmen who buy them do not pay 
off their obligations. But it represents 
a crisis need, just at the time when the 
dealer needs all his cash and stands 
to make the most profit if he can get 
himself equipped to earn it. Usually 
the bank has to put up most of the 
money for the demonstrators if it 
wants to keep the dealer’s retail 
business. 


HORT-TERM unsecured credit, and 

capital credits for long-term purposes 
—perhaps to be repaid by retention of 
dealer reserve rebates, or some other 
slow-liquid method —come more nearly 
in line with the bank’s usual credit 
judgment. But always, with an auto- 
mobile dealer, there exists the knowl- 
edge that failure to give him what he 
needs may lose the profitable part of 
his business. It takes a man of 
excellent credit judgment and experi- 
ence to know just what to do. And 
my heartfelt advice to any banker 
who lacks this experience in his organi- 
zation and who wants to develop a 
worthwhile automobile finance vol- 
ume, is that he go out and hire some- 
one who has it. 

One more word of warning. Besides 
the musts listed here, the banker must 
keep finding ways to extend service 
to dealers, to enjoy their business and 
their confidence. The more services 
you can give a dealer, the greater the 
advantage to him of dealing with you. 
But don’t, under any conditions, start 
buying his business by cutting net 
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Mew. ACCOUNTS FORM IT 


Suggestions for designing up-to-date ledger 
and posting forms... sets of sample forms 





What this Complete New Form Kit Offers You! 


I. FOR HANDWRITTEN RECORDS: set of sample forms on 
Hammermill Ledger. Shows range of weights and colors, 


clarity of printing, specimens of standard and simpli- 
fied columnar ruling. 


2. FOR MACHINE BOOKKEEPING: set of sample forms on 
Hammermill Posting. Shows range of weights and colors. 


Test these sheets for cleaner, speedier work on your 
office equipment. 


3. “THE ENDURANCE OF HAMMERMILL PAPERS’'’'—1929 
Fr Es — SEND edition. Printed on Hammermill Ledger 10 years ago, 

this folder is visual proof of how crisp and clean your 
present records can be in 1949. 


FoR Ir Now! 4. FORM-PLANNING INFORMATION: details on methods 


of ruling, spacing, punching, stitching, binding, tab- 
indexing . . . time-saving suggestions for ordering. 











H*.. an important help to every business that wants more 
efficient accounting forms. This new Hammermill Kit tells 
how to plan and order forms for both handwritten and machine- 
written records . . . covers details of printing, ruling, punching, 
spacing. It tells how to select the proper grade, color, weight and 
finish of paper for both ledger and posting work, with sets of sample 
forms for you to test. And it contains visual proof that you can 


have cleaner, more legible and more lasting records at a saving. 


This new Form Kit is free to “Burroughs Clearing House”’ 
readers. Get a copy for your office. Send the coupon now. 


LOOK FOR THIS | 
hc sont, Hammermill Paper Co., Erie, Pa. 
; SY WVIEID R V4 de ” Please send me, without cost 


or obligation, © tne new Account- 
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rates or increasing dealer participation. 
Despite their juicy look, most finance 
rates on new cars today yield only a 
normal and fair profit, and if an insti- 
tution can cut operating costs to make 
a saving without sacrificing requisite 
safeguards, the chances are that inter- 
est rates may rise enough to take up 
this slack by the time the saving is 
effected. Here is the place where old- 
fashioned finance companies and banks 
newly introduced to the activity meet 
on a common ground of mutual inter- 
est. The old-timers know what it 
costs to handle automobile paper. 
The costs are far higher than for any 
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conventional type of old-time bank 
credit. In recent years competition 
has been so sharp that new car rates 
have been cut just as low as they can 
be safely cut, until more economical 
methods of handling are developed. 
New car financing costs are better 
standardized than used car costs. The 
institution which undertakes to buy 
automobile business by cutting rates 
will, in the first place, probably get 
business that is not desirable. In the 
long run, more important, it will under- 
mine the foundation of sound profit- 
ability upon which automobile financ- 
ing rests today. My best advice to 
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Condensed Statement of Condition, September 30, 1939 









Due from Banks and Bankers . 
U. S. Government Obligations 
Public Securities - 

Stock of the Federal Reserve Bank . 
Other Securities and Obligations 
Loans and Bills Purchased 
Credits Granted on Acceptances . 
Bullion Abroad and in Transit . 








Bank Buildings . . 
Other Real Estate . 





Total Resources . 









Deposits . 
Outstanding Checks . 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


ltems in Transit with Foreign Branches . 
Accrued Interest and Accounts Receivable 
Real Estate Bonds and Mortgages . 


LIABILITIES 
- $2,013,675,203.66 





$ 1,100,350,665.22 
649,432,769.76 
62,531,320.38 
7,800,000.00 
26,119,533.19 
447,131,489.08 
13,149,968.11 
1,004,368.00 

° 2,4.74,983.50 
‘2s 11,641,065.83 
. 4,022,421.95 


2,325,658,585.02 


° 11,841,066.69 
ee oO 4 1,371,825.17 


. $2,338,871,476.88 


. 
. 
. 











14,000,555.79 





Acceptances. 
Less: Own Acceptance es 
Held for Investment . 


Foreign Bills . 


Interest, Taxes, etc. 
Capital 


Surplus Fund. 
Undivided Profits 


Total Liabilities . 











$19,561,195.12 








$2,027,675,759.45 


6,411,227.01 





Liability as Endorser on Acceptances and 


Dividend Payable October 2, 1939. . 
Miscellaneous Accounts Payable, Accrued 


- $.90,000,000.00 2/965,798,717.79 


170,000,000.00 
13,072,759.09 










13,149,968.11 


° 6,011,926.00 
2,700,000.00 


16,261,064.23 








Total Capital Funds 


Securities carried at $15,941,342.79 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


Member Federal Deposut Insurance Corporation 





273,072,759.09 
. $2,338,871,476.88 
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newcomers in the field is to leave to 
old hands at the business the initiative 
for any whittling of rates. 

(In the December issue, Mr. Cravens 
will describe the specific application 
to his bank’s own successful auto- 
mobile finance department of the 
basic principles discussed in the above 
article.) 

. + +7 


PUBLIC 
RELATIONS 


(CONTINUED FROM PAGE 14) 


of loans that have been foreign to 
banking experience but that seem to 
offer an opportunity to employ funds 
without unreasonable risk. Any banker 
who conscientiously follows policies 
which are in step with the times should 
not find it difficult to convince the 
people of his community that anyone 
entitled to bank credit can get it for 
the asking. 

In developing our approach to this 
set of problems the Illinois Bankers 
Association set down the component 
parts much as they have been set down 
here. Then we began to plan just how 
we could tackle the job with hope of 
sound and early success. 

One of the plans considered was a 
series of Public Forum meetings, at 
which good speakers would tell the lay 
public many facts that seem mostly 
known to bankers. Such sessions have 
been developed with considerable suc- 
cess by the A. B. A. at its regional 
meetings. The Wisconsin Bankers 
Association held a series of such meet- 
ings last winter and has just now com- 
pleted another series. Frankly, we de- 
cided that before inviting the public, 
we had better study our own situation 
a little more intimately. We may have 
one Public Forum during the coming 
winter as an experiment. But we are 
rather sure we are not yet quite ready 
for this step. 


AS part of the program for this year 

we are organizing a speakers’ bureau 
that can furnish good talkers for 
luncheon clubs, service organizations, 
schools, and gatherings of many kinds. 
We are preparing material to be avail- 
able to bankers who are called upon for 
talks, and we have been urging our 
members to put themselves forward to 
tell the bank side and talk openly 
about matters affecting our daily 
activities. We feel it is important that 
bankers cultivate all groups of lay 
citizens: labor, church, civic, social, 
and fraternal. We are working on a 
program to bring into the schools 
speakers who can present to tomor- 
row’s citizens an interesting and con- 
structive knowledge of how banks 
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serve the public interest and why 
banks must be conservative. 
Along these lines, the co-operation - 
of the A. I. B. should be valuable be- s if g 
cause we contemplate that more chap- af = = 
ters will be organized in the state to 
train bank employees more intensively 2 
in public relations. This should de- Fd 
velop a larger group of competent 
speakers well posted upon present-day 
problems and current economics as 
well as upon the banking business. We 
are looking forward to getting occa- 
sional radio time in the interests of 
banking and the public welfare. We 
are planning an organized appeal to the 
press for editorial space, both in cities 
and in rural areas, and are working up 
methods for making proper use of it. 
All of this must, we believe, lead to 
more intelligent use of paid advertising 
in developing an appreciation of bank- 
ing. One of our plans is to have a sub- 
committee set up material for this type T 
of advertising. The bank, especially advan ages 
the small bank where a busy officer 
must handle advertising in part time, e 
can profitably employ the ideas de- f T W th 
veloped by experts to make its adver- O an accoun 1 


tising more specific and instructive. 


WHAT we are working toward as our Ba nk of America eee 





first goal is a statewide belief in 
public relations work and this should be 


a natural outgrowth of the co-operative Direct-routing transit and collection 4 Metropolitan banking facilities in 


and self-educational activities which service throughout California. 307 communities (practically every 
are a necessary preliminary to getting (Reduces float; speeds up collections.) banking center of consequence in 
the public education program really } California). 

under way. The plan is to have public 2 Night and day transit service. ' 

relations activities undertaken locally, ; : Personal, friendly, interested atten- 
but only when and as the local bankers Poon, cmphn coms det ty See on pyr naficde er pondnedennen 
veeeioen: th | f the ad t experienced officers with an intimate but also to your special requirements 
convince t emse€ives 0 € advantage knowledge of local conditions. —by any of our 494 branches. 

of doing it. There will be city groups 


and county groups getting together at 
regular, frequent intervals to talk out 
in neighborly fashion the subjects that 
need talking out: How to meet federal 
rates and terms for loans; how to 
standardize service charge schedules so 
that their very uniformity will leave 
them less vulnerable to misunderstand- 
ing by customers and by those who 
should be customers; how to give 
sympathetic attention to customers’ 
needs, with loaning officers attempting 
to find ways to make a loan acceptable 
instead of giving a negative answer. In 
a word, before the banks are in good 
strategic position to aim at the pub- 
lic’s affections and intellects, they must 


ee 
go through some essential preliminaries Bank ot Am erica 


of educating themselves and putting NATIONAL ZRYSE.& ASSOCIATION 
their own houses in the best possible : : 
pee Member Federal Deposit Insurance Corporation 
It — to us that a long-term Member Federal Reserve System 

comprehensive, and tested approach to 
the field of banks’ public relations will 
almost surely bring better banking, the San Francisco . . . . . . ~ No. 1 Powell Street 
type of banking sure to win friends ; 

while simultaneously increasing earn- Los Angeles . . . . . . 660 South Spring Street 
ings. If a country bank convinces local 
farmers that it is ready to make safe 
loans to finance equipment purchases 


- Bank of America correspondent 
services are available to you through one ac- 
count with California's only statewide bank. 


Bank of America welcomes inquiries regard- 
ing this responsive statewide service and 
welcomes the opportunity to serve any of 
your friends and customers who may be 
coming to California. 
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and other barnyard needs, it will at one 
stroke win more friends and get more 
loans. If it gets financially and co- 
operatively behind farm planning 
movements, 4-H Clubs, better live- 
stock programs, all the things that 
build better farm communities, it will 
find both its deposits and its earning 
assets increasing. ‘The same oppor- 
tunities are available to city banks, 
once they actively set about finding 
them and letting the public know that 
they are ready to serve. When these 
become facts instead of hopes, and 
when the public comprehends that 
they are facts, we shall have the 
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farmers and the business men back in 
the banks to discuss day-by-day 
problems. 

In Illinois we are definitely going 
places. We know where we want to go, 
and we have our routes marked off in 
general directions, if not in full detail. 
We believe that we can and will reach 
our destination, since we are following 
routes developed from the successful 
pioneering of our colleagues in state 
and national associations. When we 
get to our destination, which will 
doubtless take us several years of con- 
scientious hard work and honest en- 
deavor, we should know exactly when 











Cash on Hand and Due from Other 
| Sees See 
| United States Government Obligations, 
direct and/or fully guaranteed . 
Other Securities . 7 
Stock in Federal Reserve Bank . 
Loans: 
| 


| Loans and Discounts . . $ 49,366,362.20 

HY Real Estate Mortgages 10,659,599.53 

| | Overdrafts ecto ee ee 38,568.40 60,064,530.13 

1} Real Estate (24 Branch Bank Buildings) 783,655.71 

Accrued Income Receivable—Net 1,334,472.16 

‘| Prepaid Expense a oe ee 243,931.93 

Customers’ Liability Account of | 

Acceptances and Letters of Credit 1,650,680.32 
TOTAL RESOURCES $479,635,068.57 

| | 

1 LIABILITIES | 


Deposits: 
| Commercial, Bank and Savings 
U. S. Governmert 
Treasurer, State of Michigan 
Other Public Deposits 
Capital Account: 
Preferred Stock (370,000 Shares) 
Common Stock (825,000 Shares) 
Surplus 
Undivided Profits 
Reserves . eee eee 
Our Liability Account of Acceptances 
and Letters of Credit . 


TOTAL LIABILITIES 


4 


NATIONAL BANK | | 
OF DETROIT 


RESOURCES 


$204,649,121.64 ih 


195,338,986.32 1 
14,797,190.36 
772,500.00 | 





. $396,081,353.71 | 


United States Government securities carried at $46,405,000.00 in the foregoing statement 
are pledged to secure public and trust deposits and for other purposes required by law. 











18,525,603.66 
12,658,879.41 


17,552,941.86 $444,818,778.64 





9,250,000.00 

8,250,000.00 
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the moment comes that we have ar- 
rived. We shall recognize it by the fact 
that once again our banks will be 
restored to their proper place in the 
community as neighborly centers of 
financial leadership and influence. 


4 S 


COMPILING A 
MANUAL 


(CONTINUED FROM PAGE 20) 


to replace present sections as they may 
become antiquated. 

So much for the contents of the 
manual and the plans for its future 
evolution. Just as the proof of the 
pudding is in the eating thereof, so the 
practicability of our project will be de- 
termined in the final analysis by the 
extent to which the manual’s recom- 
mendations are adopted. 

The outlook is hopeful. We can 
count on the support of the official 
staff of the Virginia Bankers Associ- 
ation. President Giles H. Miller has 
emphasized to member banks that the 
manual will be of inestimable value 
providing it is used to the fullest 
extent. 


"THE co-operation of the examining 
authorities is also assured. State 
Commissioner of Banking, Milton R. 
Morgan, for example, has written me 
as follows: “‘We would like for you to 
come over and discuss the details of 
the manual with our examiners in order 
that they may be prepared to assist 
our Virginia banks in putting into 
effect the many worthwhile ideas which 
the manual contains.”’ Similar assur- 
ances of co-operation have been received 
from Hugh Leach, President of the 
Federal Reserve Bank of Richmond; 
J. L. Bailey, Chief National Bank Ex- 
aminer for this district; and L. W. 
Barlow, Supervising Examiner for the 
Federal Deposit Insurance Corpora- 
tion. 

Other agencies such as Clearing 
House Associations and Bankers’ Asso- 
ciations of other states have also evi- 
denced genuine interest in improved 
operating methods. Individual banks 
are circulating the manual through the 
various departments, enabling em- 
ployees as well as officers to become 
familiar with its contents. 

It has been a source of great satis- 
faction to the committee to know that 
the manual has proved to be of prac- 
tical value to banks in Virginia and 
other states as well. One bank officer 
writes: ‘“‘Already we have adopted 
some of the suggestions set forth and 
believe that they will improve our ac- 
counting to a great extent.”’ Another 
states: “I greatly appreciate and 
thank you for my copy, for it is helping 
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me in the revision of our system.” 
Another officer, a former national bank 
examiner, declares: “In a recent re- 
vamping of our proof and transit de- 
partment we adopted completely the 
recommendations of the committee. 
Not only has this change effected con- 
siderable economies in time and ex- 
pense to our bank, but our service to 
our correspondent banks and others 
with whom we do business has been 
materially expedited.”” A great many 
other letters, which space limitations 
preclude reporting, have been received 
along this same encouraging vein. 

Interest in the project has spread 
across state lines and the demand for 
extra copies of the manual has become 
so heavy that a second printing will be 
necessary. Orders have been received 
from Hawaii and nearly every state in 
the Union. Several state associations 
have made inquiry with a view to ob- 
taining copies for their entire member- 
ship. 

Such widespread interest in other 
states encourages our hope that this 
work will ultimately become a major 
part of the program of the American 
Bankers Association as they have ad- 
vised us that their Legal Department 
has been active for the past year in 
collecting uniform forms recommended 
by various state associations with a 
view to standardizing these as far as 
possible on a national scale. 

Any small contribution which the 
manual may make toward achieving 
the goal of national uniformity will be 
gratifying, and if our efforts accom- 
plish nothing more than to make the 
banks conscious of the need for uni- 
formity, that, in itself, will be ample 
reward. Economy and efficiency are at 
present, and rightly should be, among 
the objectives of each bank, and it is 
our conviction that each step toward 
uniformity of systems and standard- 
ization of forms brings us one step 
nearer to these coveted objectives. 


* 4 ° 


CHRISTMAS 
CHECKS 


(CONTINUED FROM PAGE 23) 


probably have been fully justified. 
We have gained, too, by having checks 
of more attractive appearance. 

_ As we promote our Christmas Club 
lor 1939 it is a pleasure to look ahead 
to December first, confident that our 
members will receive their checks 
promptly without a lot of extra work on 
our part. Thus, we are further building 
good will and the appreciation of our 
depositors for our banking services, 
and likewise contributing to increased 
efficiency and the reduction of costs in 
handling this activity. 














CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 





Statement of Condition, October 2, 1939 








RESOURCES 
Cash and Due from Banks................ $ 618,931,966.07 
United States Government Obligations, 

Direct and Fully Guaranteed............. 574,412,754.10 
Other Bonds and Securities................ 56,896,862.58 
LOGS Gd PRO OUIEE . wa.ic ono os sce wnwecwes 146,477 ,075.79 
Stock in Federal Reserve Bank............ 2,895 ,000.00 
Customers’ Liability on Acceptances....... 457,286.47 
Income Accrued but Not Collected......... 3,500,643.91 
een ee re 12,675,000.00 
Real Estate Owned other than Banking House 3,511,215.68 

$1,419,757 ,804.60 

LIABILITIES 

MEI. cise cnbisiescsm aude ones eames $1,281,580,605.84 
Pe os 52535 4 va 00s aso zaceiol cai edwlerss orsneiereivisv ees 457,396.01 
Reserve for Taxes, Interest and Expenses.... 5,613,690.91 
Reserve for Contingencies ................. 14,967 326.06 
Income Collected but Not Earned.......... 306,243.94 
RE TIEN Goa ossins ai oto case errcacess-eecey sees 25,000,000.00 
CRE fo ior:0-o. Gino Score seuicinie eis uae 50,000,000.00 
Nooo os hace sree rn re erste orale Th ome ieee Sine 21,500,000.00 
GRIGIO POGIID . 6 oe ooiiinceswececaiwmesiewes 20,332 ,541.84 





$1,419,757 ,804.60 


United States Government obligations and other securities carried 
at $112,268,955.72 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 





























Canadian Pacific Express 


TRAVELLERS CHEQUES 


Issued in Canadian and 
United States Dollars, 
and Sterling. 


U. S. Dollar Cheques 
are redeemable at par 
by the National City 
Bank of New York. 
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(CONTINUED FROM PAGE 26) 


and Canadians hold many United 
States industrial stocks —can now be 
carried on only between Canadians 
residing in Canada. Licenses for ex- 
porting and importing are now granted 
through the banks under the Foreign 
Exchange Control Board. Ten differ- 
ent special forms for foreign exchange 
transactions were put into use by the 
control board. 


HE foreign exchange control devel- 
opment was not intended to inter- 
fere with legitimate commercial bust- 
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CANADIAN BANKING 


ness, an important factor since about 
thirty per cent of Canada’s business is 
exports. The only difficulty that has 
come up has been the added work of 
filling out applications for the importa- 
tion and exportation of goods and 
foreign exchange. Stock market opera- 
tions have been affected most, with 
many regulations regarding the sale of 
Canadian and foreign securities held 
by Canadians. There has been no 
attempt made to interfere with small 
foreign exchange business of the 
Canadian traveling and gift-sending 
and receiving public. 


| 


Would you pich her 


to care for important records? 


Some ledger papers are like Suzy Droop! They try hard 
and they don’t ask much pay — but they’re no bargain! 


Forms and records on inadequate paper take a heavy 


toll in errors, delays and general dissatisfaction. They can 


hamper the efficiency of an entire record keeping system. 
WAVERLY LEDGER is made by Weston, the ledger 
paper specialists, for all important and much-used records, 


forms and loose leaf sheets. 85% rag content makes it 


stand up under constant handling and a perfectly finished 


surface keeps entries crisp, clean and easy to read. Insist 
on WAVERLY LEDGER when you place your next form 
order. 












sport . ac 
‘> he * : 
wast © at 
Ww AN ER Pie on”, Gree® pape 
to. neti 
— gnade- 7 
ey eee arable rl form: 
a 


30 
eo fot 


WESTON’S PAPERS 





In writing to advertisers please mention The Burroughs Clearing House 


| 


Since a large portion of Canada’s 
favorable trade balance is due to the 
annual tourist trade with the United 
States, special provisions have been 
made to avoid inconvenience for 
visitors from the United States and 
abroad, who are only required not to 
take out more foreign exchange than 
they bring into Canada. Otherwise 
regulations are the same as before the 
war. 

While there was some confusion 
during the first two weeks of the con- 
trol board’s existence, regulations have 
since been altered to meet the every- 
day needs of business. As one banker 
explained, the business fraternity felt 
that it was better to have the control 
board clamp down tightly at the start 
and gradually ease off the rigidity of 


| some of the regulations, than to work 


the other way. As an example, the 
board’s first regulations called for a 
monthly foreign exchange allowance to 
business travelers of $100. Within ten 
days of the board’s existence that regu- 


| lation had been changed to a maximum 


| of $1,000 a 


month at the banker’s 


| discretion. 








T is not expected that Canadian- 

United States banking and business 
will be greatly affected by the regula- 
tions of the board. Business is expected 
to go on as usual, with perhaps some 
delay in the handling of applications 
by Canadian business for foreign ex- 
change to pay bills in the United 
States. American banks will deal with 
their usual Canadian correspondent 
banks in foreign exchange transactions 
and they in turn will pass on such 
applications for foreign exchange to 
the Bank of Canada, who is the only 
authority to deal internationally in 
foreign exchange. 

The Foreign Exchange Control 
Board is headed by Graham F. Towers, 
governor of the Bank of Canada, as 
chairman. Donald Gordon, deputy 
governor of the Bank of Canada, is 
alternate chairman. Deputy chairmen 
of the board are W. C. Clark, Depuly 
Minister of Finance; H. D. Scully, 
Commissioner of Customs; L. D. Wil- 
gress, Director of Commercial Intelli- 
gence, Department of Trade and Com- 
merce; N. A. Robertson, First Secre- 
tary, Department of External Affairs. 
The following Bank of Canada officials 
hold administrative posts on the board: 
D. B. Mansur, assistant to the chair- 
man; S. Turk, chief of the Foreign Ex- 
change Division; J. E. Coyne, Secre- 
tary; H. R. Extence, Supervisor of 
Organization; L. P. Saint-Amour, as- 
sistant deputy governor of Bank of 
Canada, as advisor on general admin- 
istration. 


Early in October a number ol 
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bankers, investment bankers, account- 
ants, lawyers, and other specialists 
were appointed to the board from the 
financial and legal world. Among 
bankers appointed to posts was Alex 
McD. McBain, Toronto, advertising 
and foreign relations department head 
of the Bank of Nova Scotia, who was 
made chief of the Board’s Intelligence 
Department. 

Canadian banks are prepared for a 
call to the colors of staff members. It 
is not expected that as great a drain 
will be made on bank employees 
through enlistments in this war as in 
the first World War, when banks first 
began to take in women to replace men. 
To-day routine banking operations are 
more mechanized, a fair percentage of 
the staffs are women, and preparations 
have been made to train a larger staff 
to replace men going into the armed 
forces. Within the first month of 
Canada’s declaration of war a number 
of staff members had enlisted or been 
mobilized, some banks had taken on 
new junior employees, and pensioned 
staff members had offered their serv- 
ices to the banks. Practically all banks 
have arranged to hold open with 
seniority, posts for staff members 
joining the armed forces, have ar- 
ranged to continue paying group insur- 
ance and pension fund contributions 
for such staff members, and in some 
cases have arranged to pay part of a 
year’s salary. In the last war some 
banks started out to pay full salary to 
staff members but gradually tapered 
off as the war lengthened to paying 
a good part of a year’s salary to the 
men enlisting. Canadian banks do not 
expect to lose key men, at least during 
the early part of the war, due to a 
regulation of Defense Minister Nor- 
man McL. Rogers forbidding the 
armed forces to accept for service 
those in key positions in Canada’s in- 
dustrial and financial life who can be 
of value in carrying on the war on the 
home front. 


PROFITS made by Canadian banks 

through war-time operations are sub- 
ject to a new excess profits tax. This 
tax goes into effect for the year 1940, 
and is payable in two ways. It can be 
paid as a 50 per cent rate on profits in 
excess of the average profits for the 
previous four years, or it can be paid 
on profits in excess of 5 per cent of the 
capital employed. In the latter case 
there is a sliding percentage scale de- 
pending on how much in excess of five 
per cent of capital the profits are for 
the year. 

With the outbreak of the war 
Canadian banks were immediately 
notified by Ottawa not to cash checks 
or make transfers to United States 
banks where the money was being 
transferred directly or indirectly for a 
German national. Banks had to report 


immediately all money held by them 
for Germans and all debts due to 
enemy nationals. A custodian of 
enemy property was appointed. Pur- 
chase of German currency was pro- 
hibited. Legitimate German, Austrian, 
and Czech refugees could make routine 
banking transactions if they could 
prove the money was not going to 
Germany. 

During the first few weeks of the war 
Canadian banks were called on every 
minute of the day, especially in the 
larger cities, to alter credit facilities of 
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customers and to advise customers on 
import and export conditions through- 
out the world, a feature of service 
Canadian banks give even in small 
town branches because of the constant 
check on world economic conditions 
maintained through the head offices of 
the Canadian banks. Ample credit 
facilities are available, between the 
commercial banks and the Bank of 
Canada, to place Canadian business on 
a war footing and make Canada the 
industrial and agricultural arsenal for 
Great Britain. 














ou may have a free copy of this complete new 


Bank Insurance Check-List which 


shows 88 


hazards to which your bank may be exposed either 
directly or as executor, trustee, receiver or in some 


other fiduciary capacity. 


It also shows the form of 


insurance that is written to cover each hazard. 


For a complimentary copy, ask your local American 
Surety or New York Casualty Agent, or write to the 
home office of either Company at 100 Broadway, 


New York. 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 


HOME OFFICES: NEW YORK 


Both Companies write Fidelity, Forgery and Surety Bonds 
and Casualty Insurance 
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WASHINGTON VIEWPOINT 


(CONTINUED FROM PAGE 17) ing required of commercial banks, the 
days. In addition to decreasing the new regulation will tend to increase 
amount of paper work and bookkeep- the balance of each bank at the 
Reserve Bank at any given time and 
a ; | permit this balance to be drawn upon 
» < z Some tai: in a shorter time than was permitted 

R GUIDE TO 


SA | under the old system. The language 
GOOD LING IN gT.100 Hotel! J of the new regulation on this point is 


as follows: 
Mayfair 


“Each Federal Reserve Bank will 
\ All rooms with bath— | publish a time schedule showing the 
radio reception 
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DEAD STORAGE FILES KEEP PERMANENT RECORDS 
SAFE—QUICKLY AND EASILY ACCESSIBLE 


OU obtain savings in time, money and space 
when permanent and inactive records are kept 
in A-S-E DS Files. They provide genuine steel file 
accessibility, safety, space economy and permanent 
protection at a surprisingly low cost. 

Available in sizes to fit your own records, A-S-E 
DS Files may be stacked safely, as high as desired— 
all drawers may be opened and closed easily without 
binding. Made of strong, welded, furniture steel 
and reinforced for extra strength, A-S-E DS Files 
require no upkeep—never need to 
be replaced. DS Files are made only 
by All-Steel-Equip Company. 


Write for complete descriptive material— 
judge their many advantages yourself. 


ALL-STEEL-EQUIP COMPANY, 
911 KENSINGTON AVENUE 





INCORPORATED 
AURORA, ILLINOIS 





DECLARE A DIVIDEND of convenience and 
eustomer satisfaction — with 


6 
Han di “pen (not a fountain pen) 
— ON EVERY DESK 


Here’s vour best investment in better employee and 
customer relations. Just pick up the popular Handi- 
pen, and it writes—instantly, smoothly. The point 
rests in fresh ink (a year’s supply in one filling)! 
Ends refilling nuisance. No bother and strain of 
constant dipping, clogging, flooding. Low ink bills. 
$2.50 to $45.00—ineluding beautiful Deluxe sets 
for executives. HP-5 illus., $4.00. Write today 
for Handi-pen on 10-day free trial. 







You get praise instead of wise- ["""™ TEAR OUT COUPON AND MAIL TODAY ==== 


cracks, and save money, too—with 
HP-4 (illus.) on lobby desks. I Sengbusch Self-Closing Inkstand Co 


11BC -, Mi is. 
Attached to its anchored base by a ' Sengbusch Bidg., Milwaukee, Wis 
24” chain to avoid lost pens and ! Please shi HP-4 ' — 
spilling. $3 00 each ease ship me HP-5 Handi-pen sets for a 10-day free 
.- trial. I understand there is no obligation on my part. 


i 

i 
Note: Any HP-5 t 
Deluxe Set can N; 
be supplied with § “YSIMO -------------------------e-c2-e-ereeeeeeeeerenernnenenneensensenensnnenecnnenenercetecnncesenees 
this 24” chain 
and adhesive feet I 
atadditionalcost Jj 
of 25c. a 


City... . : State 
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time at which any item sent to it will 
be counted as reserve and become 
available for withdrawal or other use 
by the sending bank. For all checks 
received, the sending bank will be 
given immediate credit or deferred 
credit, in accordance with such time 
schedule, and as provided below. 
“For all such checks as are received 
for immediate credit in accordance 
with such time schedule, immediate 
credit, subject to final payment, will 
be given upon the books of the 
Federal Reserve Bank at full face 
value in the reserve account or clearing 
account upon day of receipt, and the 
proceeds will at once be counted as 
reserve and become available for with- 
drawal or other use by the sending 
bank; provided, however that the 
Federal Reserve Bank may in its dis- 
cretion refuse at any time to permit 





the withdrawal or other use of credit 


| given for any item for which the 


Federal Reserve Bank has not yet 
received payment in actually and 


| finally collected funds. 


“For all such checks as are received 
for deferred credit in accordance with 
such time schedule, deferred credit, 
subject to final payment, will be 
entered upon the books of the Federal 
Reserve Bank at full face value, but 
the proceeds will not be counted as 
reserve nor become available for with- 
drawal or other use by the sending 
bank until such time as may be 
specified in such time schedule, at 
which time credit will be transferred 
from the deferred account to the 
reserve account or clearing account 
subject to final payment and will then 
be counted as reserve and become 
available for withdrawal or other use 
by the sending bank; provided, how- 
ever, that the Federal Reserve Bank 
may in its discretion refuse at any 
time to permit the use of credit given 
for any item for which the Federal 
Reserve Bank has not yet received 
payment in actual and finally col- 
lected funds.”’ 

+ + * 


Important Banking Cases on 
Supreme Court Docket 


A number of important banking 
cases were on the docket of the 
Supreme Court of the United States 
when it convened in October for its 





fall term. In one case which the court 
has already set for argument the 
| question is raised as to the validity 
of pledges of securities made by a 
national bank to secure deposits made 
by Federal Government corporations. 

Other cases were filed during the 
| court’s summer recess, and requests 
for their review are now being 
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considered. One group of five cases * * 
involves the right of the Reconstruc- * 
tion Finance Corporation as a creditor * 
to enforce the Illinois statutory lia- | GOOD SIGN * 
bility against stockholders of a state 
bank, while another case involves the * « 
right of the receiver of a state bank 
to enforce assessments against stock- 
holders in the court of another state. 
In one pending case the director of 
an insolvent national bank who gave 
a promissory note to the bank at its 
request to conceal the bank’s illegal 
ownership of its own stock asserts that 
he is not liable for the statutory 
assessment on the stock. In a some- 
what similar case the trustees of a 
national bank claim that they are not | 
liable for assessment on additional | 
stock purchased by them on subscrip- | 
tion warrants issued to existing stock- | 
holders on the ground that the invest- | 
| 
| 

















ment was illegal under state law. 

The constitutionality of the assess- | 
ment of a state personal property tax | 
on bank deposits outside of the state 
at a rate higher than that applicable 
on deposits in banks within the state 
is at issue in another case. 

SJ * ¢ 





OU use signs for giving information. Why not have your 

signs clear, concise, attractive, and distinctly legible? It’s 
a good sign when a Bank uses CRISTALGLO—edge- 
illuminated signs —THEY LIGHT THE WAY. 

These signs can be used for all purposes. They have neat 
| portable bases, or, if desired, they can be hung from attractive 
fixtures; they can be made to read from two sides if necessary. 
In short, they are flexible as to size, shape and fixtures and 
will solve your sign problems. 


Interest Rates to Farmers 
are Reduced 


The recent reduction in interest 
rate on loans by the Commodity 
Credit Corporation to farmers for the 
storage of surplus commodities means 
a slight reduction in income for 
thousands of commercial banks in 


agricultural regions which have been Among the uses banks have found for these signs are to 


co-operating with the CCC in making | designate—Tellers, Collections, Information, New Accounts, 
‘ . > the ’ lr x . 
loans on cotton, corn, wheat, and wool. | Elevators and Special Departments. 


Heretofore, farmers have been paying | ie ; : : 
4 per cent on such loans, ol since Write for our illustrated booklet—‘Light the Way to 
Efficient Operations.” 


October 31, 1939, the rate has been 
THE BANKETTE COMPANY, Inc. 


reduced to 3 per cent. Under the old | 
rate of interest banks making these 

Serving Banks since 1925 
136 Federal Street - 





loans received 21% per cent interest 
for the length of time that they held | 
the loans, while the corporation re- 
ceived the remaining 1% per cent. 
On loans made under the new schedule 
banks will retain only 2 per cent while 
the CCC obtains 1 per cent. 
The new schedule was inaugurated 


Boston, Massachusetts 
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after conferences with representatives 
of the American Bankers Association. 
The reduction in interest rates was 
made because of the feeling that 
farmers have been paying a_ higher 
rate than is justified by present condi- 
lions, and officials of the corporation 
feel that a rate of 2 per cent is sufficient 
toreimburse banks forservices that they 
perform in connection with these loans. 

The majority of loans have been 
made by local banks, and most of the 
banks have been carrying these loans 
for the full period permitted by the 
CCC, usually six months. In the case 
of cotton, during 1938 the banks made 
and carried for the full period $180,- 


000,000 in loans, out of a total of 
$193,000,000. Officials of the corpora- 
tion prefer to have the banks handle 
this business since it permits farmers 
to retain contacts with their local 
bank facilities. In announcing the 
change in interest rate, Secretary of 
Agriculture Henry A. Wallace, stated: 

“The policy of the Commodity 
Credit Corporation is to reduce all 
interest rates and carrying charges to 
their lowest reasonable levels. The 
advantages of such a policy are 
obvious. It gives the farmers the 
opportunity to retain the maximum 
equities in the commodities under loan. 

“The reduction in the interest rate 


from 4 to 3 per cent will result in 
savings to farmers of approximately 
$4,500,000 annually on loans now 
outstanding. This is a constructive 
step, and I wish to express my appreci- 
ation to the American Bankers Associ- 
ation which co-operated fully with the 
Commodity Credit Corporation in this 
reduction of interest rates to farmers.” 


° & 


Food Stamp Irregularities 
Require Bank Caution 


Bankers cashing ‘food stamps” 
under the rapidly expanding plan of 
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distributing surplus foodstuffs among 
families of low income should suffer 
no losses from the enforcement pro- 
gram instituted by the Department of 
Agriculture. In order to prevent 
grocers from taking the blue and 
orange food stamps in payment for 
articles other than those for which 
they were intended, the department 
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has announced that it will bring 
criminal prosecution against violators 
and will also “blacklist” such grocers 
and will refuse to redeem any stamps 
handled by them. When such a 
retailer is “blacklisted” all banks in 
his community will be notified of the 
date on which the ban takes effect, 
and the banks will be expected to be 
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on guard against cashing any stamps 
on cards signed by this merchant. 

However, if such cards are taken in 
by a bank for deposit to the account 
of a “blacklisted” grocer, they should 
be considered by the bank as in the 
same category as a check accepted 
for collection, and the value of the 
stamps should not be credited to the 
merchant’s account until the stamps 
have cleared through the Treasury. 
It is pointed out that as far as the 
banks are concerned the stamps should 
not be considered as cash but rather 
as a draft on the Treasury, and by 
handling their collection in the same 
manner as checks the banks will not 
be subject to any loss if for some 
reason the Treasury refuses to honor 
them. 

Investigation has disclosed that in 
some cases grocers have accepted the 
blue stamps for articles not on the 
surplus list, and the orange stamps for 


cigarettes, liquor, or general mer- 
chandise instead of food items. 
* a e 


National Banks Report 
Net Profit Increase 


Net profits of national banks during 
the fiscal year recently closed were 
$224,954,000, an increase of $16,531, 
000 in the earnings reported for the 
preceding year, according to a survey 
made by the Comptroller of the 
Currency. 

During the 12 months ending June 
30, 1939, the net earnings from current 
operations of the 5,209 active national 
banks in the country aggregated 
$839,135,000, and the expenses $576,- 
744,000, resulling in net earnings from 
current operations of $262,391,000, a 
decrease of $2,278,000 in the year. 
Recoveries from assels previously 
charged off of $211,923,000, including 
profits on securities sold of $129,790,- 
000, increased $50,181,000, and losses 
and depreciation charged off of $249,- 
360,000 increased $31,372,000. 

Dividends declared on common and 
preferred stock totaled $137,798,000, 
in comparison with $143,764,000 in 
1938. The dividends were 8.80 per 
cent of common and preferred capital 
and 4.07 per cent of capital funds. 

During the first six months of 1939 
the national banks reported gross earn- 
ings amounting to $416,039,000 and 
expenses of $289,823,000, resulting in 
net earnings from current operations 
of $126,216,000, compared to $136,- 
175,000 in the previous six months. 
Adding to the net earnings profits on 
securities sold of $84,517,000 and 
recoveries on loans and investments, 
etc., previously charged off of $39,- 
474,000, less losses and depreciation 
of $111,337,000, the net profits before 
dividends in the period amounted to 
$138,870,000. 
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COURT DECISIONS 


(CONTINUED FROM PAGE 27) 

bank, his employer, but for and in the 
interest of the bank. His knowledge, 
therefore, was the knowledge of the 
bank. The representations contained 
in the application as to the honesty of 
the employees were knowingly false 
and the banker’s blanket bond in suit 
was, therefore, vitiated.”’ (First Na- 
tional Bank vs. Aetna, 105 Federal 
Reporter, second series, 339.) 


° ¢ > 


Complaints Against Directors 

The receiver of a closed national 
bank brought action against the bank’s 
former directors, alleging that their 
actions had caused losses to the bank. 
Giving names, dates and amounts, the 
receiver charged that: 

The directors caused a loss to the 
bank by improvident loans made, 
without proper collateral and in 
amounts not warranted by the finan- 
cial condition of the borrower, to a 
corporation organized by the directors 
for real estate speculation and in buy- 
ing stock of that corporation; 

The bank managed trust estates. 
Due to maladministration of the 
estates, chargeable to the directors, 
courts imposed huge surcharges upon 
the bank. Thus the directors caused 
the bank a further loss; 

It was the bank’s duty to collect and 
remit interest to certain mortgage 
bondholders. The directors caused a 
loss to the bank in remitting interest 
out of the bank’s own money when it 
had failed to collect that interest from 
the mortgagors, and also in paying out 
of the bank’s funds various main- 
tenance and other costs that should 
have been borne by the bondholders. 

With the possible exception of the 
loans to the “inside” corporation, none 
of the charges suggests dishonesty or 
profit-making by the directors. Yet the 
Federal court in which the action was 
brought ruled that the complaints were 
sufficiently “‘particularized”’ to state a 
valid cause of action against the di- 
rectors. (Adams vs. Hendel, 28 Fed- 
eral Supplement, 317.) 


¢ ° ° 


S. E. C. Investigation of Bank 


May the Securities and Exchange 
Commission inquire into the affairs of 
a bank over which it has no direct 
jurisdiction? 

A certain corporation registered with 
the Securities and Exchange Commis- 
sion owned 42 per cent of the voting 
stock of a national bank. The Com- 
mission, in connection with a proceed- 
ing to determine whether or not the 


corporation’s registration should be 
revoked, obtained permission from the 
Secretary of the Treasury to examine 
the reports of bank examiners made to 
the Comptroller of the Currency with 
reference to the national bank whose 
stock the corporation owned. Later, 
in response to the Commission’s re- 
quest, the Secretary of the Treasury 
consented lo the public official use of 
the information. 

The Commission then ordered a 
public hearing to be held on the ques- 
tion of the possible revocation of the 
corporation’s registration. The bank 
was not a party to the proceedings, but 
its officers were subpoenaed by the 
Commission to produce records relat- 
ing to numerous banking items, prac- 
tices and loans covering a period of 
approximately ten years. The sub- 
poenas were admittedly based on in- 
formation derived from the reports 
furnished by the Secretary of the 
Treasury. The bank sought an in- 
junction, alleging that the publication 
of the reports as proposed by the Com- 
mission would irreparably injure the 
bank. 

In a most illuminating opinion dis- 
cussing governmental regulation and 
protection of national banks, the 
United States Court of Appeals for the 
District of Columbia ruled: 

That the Securities and Exchange 
Commission, in a proceeding to de- 
termine whether or not a corporation’s 
registration should be suspended or 
revoked, may inquire into the affairs of 
a bank whose stock was virtually all 
owned by the corporation and its stock- 
holders; 

That the Secretary of the Treasury 
had the legal right to supply to the 
Commission copies of bank examiners’ 
reports relating to the national bank 
under investigation by the Commis- 
sion. This, the court fell, was “‘not 
inconsistent with the law.” 

That the Commission, upon obtain- 
ing copies of such reports from the 
Secretary of the Treasury, is not en- 
titled to make their contents public, 
but that the use of the reports should 
be confined to an investigation in 
proper proceedings by the Commis- 
sion. The Commission assured the 
court that its sole purpose was to use 
the information in the reports in prepa- 
ration for the hearing on the possible 
suspension of the corporation’s regis- 
tration. 

That the Commission’s subpoenas 
“in their present form’ —that is, call- 
ing upon the bank to produce, on short 
notice, extensive records covering 
transactions for a period of ten years — 
are “unreasonable and should not be 
enforced.” 

Bankers may be startled to learn 
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HONOLULU HOSPITALITY 





@ Wreathed in leis, the 
organization of The Lexington is 
waiting to welcome you in charac- 
teristic Hawaiian style! Stop at this 
friendly hotel on your next trip to 
New York—centrally located in the 
heart of the Grand Central area. 


HOTEL LEXINGTON, 
Lexington Ave. at 48th St., New York 
Charles E Rocheste’ Vice-President & Managing Director 
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that, in the court’s view, there is noth- 
ing in the law to prevent the Secretary 
of the Treasury, in his discretion, from 
furnishing copies of bank examiners’ 
reports to other departments of the 
Government, including, conceivably, 
Congressional committees. (Bank of 
America National Trust & Savings 
Association vs. Douglas, 105 Federal 
Reporter, second series, 100.) 
7 + + 


Delivery of Negotiable 
Instrument 


Delivery is of course essential to the 
validity of a negotiable instrument, 
but the legal status of delivery may 
vary according to circumstances, as a 
Federal court recently pointed in in- 
terpreting the Negotiable Instruments 
Law in a Florida case. 

‘““As between the immediate parties 
and all others not holders in due 
course,” says the court, “delivery is 
essential to the existence of the instru- 
ment as a legal obligation. Until put in 
operation by delivery, the original in- 
strument and indorsements of it are, 
as to such parties, incomplete and 
revocable, and a delivery may be 
shown to have been conditional or for 
a special purpose.” 

But that does not apply where the 
instrument is in the hands of a holder 
in due course, for, says the court, 
quoting the Negotiable Instruments 
Law: 

“Where the instrument is in the 
hands of a holder in due course a valid 
delivery thereof by all parties prior to 
him so as to make them liable to him, 
is conclusively presumed.” 

But suppose a signed but unde- 
livered negotiable instrument is stolen 
from the maker and negotiated by the 
thief to an innocent party. For such 
situations the court offers this warning: 

“One who fully completes a nego- 
tiable paper, withholding delivery, as- 
sumes the risk of its getting out of his 
possession into the hands of a holder in 
due course. He must care for it as 
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much as he would his paper money.” 
(City vs. Fidelity and Deposit Co., 105 
Federal Reporter, second series, 348.) 


¢ o ¢ 


Check Larger Than Capital 


A corporation gave its note to a New 
Jersey bank for a loan. After the bank 
had credited the proceeds of the loan 
to the corporation’s account, the cor- 
poration’s treasurer presented the cor- 
poration’s check for the full amount of 
the loan. The check was payable to 
the treasurer personally and was hon- 
ored by the bank, which credited the 
proceeds of the check to the treasurer’s 
personal account with the bank. 

In subsequent litigation the corpora- 
tion claimed a set-off for the amount 
of the check against its debt to the 
bank. The treasurer had diverted the 
proceeds of the check from the corpo- 
ration and it was urged that this had 
been made possible only through the 
bank’s improperly cashing the check 
for him. After discussing several com- 
plex legal questions in the case, the 
Federal court ruled that the bank was 
liable for cashing the check for the 
rather unusual reason that the amount 
of the check exceeded the capital stock 
of the corporation. It appeared that 
the bank had on file a financial state- 
ment of the corporation. 

“It appearing that the bank pos- 
sessed a financial statement of the 
corporation showing its capitaliza- 
tion,” said the court, “‘this check in an 
amount greater than the outstanding 
capital stock of the corporation was 
sufficient to put the bank upon inquiry 
and such inquiry inevitably would 
have disclosed the fact that the treas- 
urer was in process of diverting the 
corporation’s funds to his own use.”’ 

The court cited numerous author- 
ities both in New Jersey and in other 
states in support of its opinion. 
(O’Keefe vs. Hill, 105 Federal Re- 
porter, second series, 325.) 


° * ¢ 


When Is a Deposit? 


If robbers steal the money that is 
just being deposited by a customer at a 
teller’s window, must the bank make 
good the money to the depositor? A 
quick answer is to say that the bank is 
liable if the deposit had been completed 
when the money was stolen, but other- 
wise not. 

In a recent Missouri case a post- 
master presented a sum of money to a 
teller at the teller’s window during the 
bank’s business hours for the purpose 
of obtaining a draft. The teller was 
counting the money when two armed 
men entered the bank and took the 
money which the postmaster had de- 
livered, together with other money 
found in the bank. The bank never 
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Burroughs 


SIMPLIFIED ACCOUNTING PLAN 
MAKES BETTER CUSTOMERS FOR BANKS 


Today, thousands of retailers in every line of business are 
better bank customers because they use the Burroughs 
Simplified Accounting Plan. 


It is a simple, inexpensive plan for retailers to follow in 
getting the daily figures that point the way to better man- 
agement. With these essential figures as a guide, they can 
increase their profits, and prevent losses. And when they 
ask for credit, they can give you up-to-date figure-facts 
taken from records that are balanced every day. 


If you are interested in learning more about this simple 
plan, we shall be glad to send you a folder containing 
complete information. Call our local office, or write— 


BURROUGHS ADDING MACHINE COMPANY 
6231 Second Boulevard, Detroit, Michigan 











Burroughs 





..- because it provides 
the retailer with daily 
figure-facts like these 





How much cash he has on hand 
and in the bank. 


How much customers owe him. 


How much he owes on notes and 
purchases. 


How much he has tied up in 
inventory. 


The ratio between expenses and 
sales. 


How sales today, this week, and 
this year compare with previous 
periods. 


The relation of purchases to 
sales. 


Figures to help him determine 
that mark-up is high enough to 
give him the profit he expects 
without being so high as to dis- 
courage sales volume. 
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issued the draft for the postmaster’s 
money, although he made repeated de- 
mands for it. Finally the United States 
Government sued the bank for the 
stolen money, which represented postal 
funds. 

At the 
testified: 

**As usual, I waited on him (the de- 
positor) through the window. He 
placed the money through the window. 
I counted the-currency and stacked it 
to my right, but had not yet counted 
the silver. I had not touched the silver 
when the robbers came to the window.” 
She further testified that it was the 
custom of the bank to count all de- 
posits twice. 

Discussing the legal aspect of the 
deposit at the time the money was 
stolen, the Missouri court said: 

““A deposit is complete when the 
money is delivered to and accepted by 
the agent of the bank, if within the 
bank and during banking hours. The 
money in this case was delivered to the 
bank. Had it been accepted? Accept- 
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ance presupposes the right on the part 
of the teller to count and determine the 
amount of the money delivered to him, 
and until accepted, title to the money 
does not pass. If anything remains to 
be done in the way of inspecting and 
counting, there is no passing of title. 

“It was testified that it was the cus- 
tom to count deposits twice, especially 
large sums like the one in question 
here. All the testimony shows that the 
currency had been counted only once, 
and there is no testimony that the 
silver was ever counted, but to the 
contrary. The money was not within 
the possession of the teller in the sense 
of consummating a deposit when the 
transaction was intercepted by the 
holdup. The money had not been 
accepted. A deposit had not been 
made.” 

Hence, since the deposit had not 
been completed, the bank was not 
obliged to make good the stolen money. 
(United States vs. Holt, 131 South- 


western Reporter, second series, 59.) 
. ’ rs 
_ Government as Holder 
The United States brought suit 


against the makers of a note which it 
had acquired through the Federal 
The makers 
set up the defense that there had been 
a failure of the consideration for which 
they had given the note. 

Ruling that the United States was a 
holder in due course of the note, the 


| Federal District Court said: 


“Failure of consideration is not a 
good defense to a proceeding brought 
by a holder in due course. According 
to the petition, the United States be- 
came the bona fide purchaser or holder 
in due course of the note. The transac- 
tions by which the United States ac- 
quired the note were by virtue of the 
terms of the National Housing Act.” 

Ordinarily, failure of consideration is 
available as a defense as between the 
original or immediate parties, but not 
against a holder in due course. (United 
States vs. Hoover, 28 Federal Supple- 
ment, 556.) 

* ¢ 


Collecting Bank Negligent? 


In order to hold endorsers on a 
negotiable instrument, notice of dis- 
honor must be given within the time 
fixed by the negotiable instruments 
law. But where there are no endorsers, 
is a collecting bank negligent if it 
delays in giving notice of dishonor to 
the forwarding bank? 

In a recent Federal case involving 
such a situation the court said: 

“The question is one of reasonable- 
ness or unreasonableness in the delay 
in giving notice under the circum- 
stances. Here notice was not neces- 
sary to bind a third party. The only 
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purpose of notice was to give the 
owners of the instrument an oppor- 
tunity to resell pledged securities for 
their protection. 

“In numerous other cases it has 
been held that a four-day delay, or 
even less, in giving notice of non- 
payment was negligence. But the 
question whether a particular delay is 
negligence is one of fact to be deter- 
mined from the circumstances of each 
individual case. We have decided that 
the delay in this case was not unrea- 
sonable. 

“The loss claimed was the depreci- 
ation in the securities during the period 
of delay in receiving notice. It was 
found that the market value of the 
securities did not depreciate but actu- 
ally increased during that time.” 
(Ungerlieder vs. Citizens Commercial 
and Savings Bank, 104 Federal Re- 
porter, Second Series, 718.) 

Sl os + 


Accessory Contract 


Where a bank takes a note as an 
incident to some other transaction, 
may it enforce the note as an independ- 
ent obligation of the pledgee’s? 

For example, assume that a bank 
makes a loan on a chattel mortgage 
and at the same time takes the mort- 
gagor’s note for the full amount of the 
loan, the note being what is sometimes 
known as a collateral or accessory con- 
tract. Does the fact that the note is 
pledged in connection with the chattel 
mortgage affect the bank’s right to 
proceed on the note? 

Discussing this question in a recent 
case, the Court of Appeals of Louisiana 
said: 

“It is true that a pledgee of a 
negotiable, promissory note is not the 
owner of it; but if the note is pledged 
by the maker of the note to secure a 
debt which he alone owes, the pledgee 
has all of the rights of an owner of 
the note, to the extent of the debt 
which it secures; and hence he may 
retain the note until such debt is 
paid, and may sue upon it in his own 
name and as an owner, at its maturity, 
if it is properly endorsed.” 

In some states it has been said that 
an accessory contract cannot be en- 
forced until the original obligation is 
in default. Of course, it would be 
true in any jurisdiction that the holder 
of a chattel mortgage, for example, 
could not collect full payment of the 
mortgage, and then attempt to enforce 
the note which was given in connection 
with the chattel mortgage. No matter 
how many forms of obligation a 
debtor signs to secure a debt, the 
money can be collected only once. 
Subject to this qualification, most 
states permit the holder to deal freely 
with notes given in such transactions. 
(Del Bondio vs. Albrecht, 181 Southern 
Reporter, 610.) 
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